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EDWARD S. ROGERS DIES IN 75tH YEAR 
Wortp AUTHORITY IN TRADE-MarkK Law 


Edward Sidney Rogers, chairman of the Board of Sterling Drug Inc., and 
one of the world’s foremost authorities on trade-mark law, died at Greenwich, 
Connecticut, on May 22, after an illness of several months. Widely regarded 
as the “father of fair trade,” Mr. Rogers was in his seventy-fifth year. 

A member of the bar in Illinois, Michigan and New York, Mr. Rogers retired 
from active practice in 1941 when he became board chairman of Sterling, with 
which he had been associated as counsel for almost half a century. At the time 
of his death, he was also counsel to Rogers, Hoge and Hills, New York, and 
Rogers and Woodson, Chicago, the law firms he established. 

Mr. Rogers had served the government in many capacities in matters of trade- 
marks, copyrights and patents. From time to time, he was visiting lecturer on 
the laws of trade-marks and copyright at the University of Michigan, University 
of Chicago, Yale University, Georgetown University and the University of Penn- 
sylvania. Among his clients during the years of his active law practice were 
such corporations as The Coca-Cola Company, Standard Oil Company (New 
Jersey), The Ethyl Corporation, Singer Sewing Machine Co., California Fruit 
Growers Exchange, Inc., General Mills, Inc., Life Savers Corp., Canada Dry Ginger 
Ale, Inc., Andrew Jergens Co., and G. & C. Merriam Co. Thomas A. Edison was 
one of his early clients and he worked closely with the famous inventor to protect 
his patent and trade-mark rights. 

A contributor to many professional journals and to advertising and other 
publications on the law and philosophy of trade-marks and fair trade, Mr. Rogers 
wrote only one book, “Good Will, Trade-Marks and Unfair Trading,” published 
in 1915. In this volume, he defined good will as being “that which makes tomor- 
row’s business more than an accident; it is the reasonable expectation of future 
patronage based on past satisfactory dealings.” He traced the history of trade- 
marks back to antiquity, to Asia Minor, Egypt and ancient Greece; and he was 
a student of the history of trade-mark law. 

Mr. Rogers was born April 15, 1875 at Castine, Maine, the son of James Harri- 
man Rogers (U. S. Navy and Captain, U.S.R.C.S.) and Susan Hayden Fisher 
Rogers. Mr. Rogers was a member of the Patent, Trade-Mark and Copyright Board 
of the Federal Trade Commission, under the “Trading with the Enemy Act,” 1917- 
18; member of the Committee on Synthetic Drugs, National Research Council, 1919; 
American delegate to the Inter-American Conference to Negotiate Convention 
on Trade-Marks and Commercial Names, 1929, 1931; American representative 
on and member of the executive committee of the Inter-American Commission for 
the Protection of Industrial Property, 1931-41; past president of the Permanent 
Committee for the Protection of Industrial Property (Paris); member of the 
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National Advisory Council to the Committee on Patents, U. S. House of Repre- 
sentatives ; member of the Panel on International Copyright of the U. S., National 
Commission for Unesco; member of the Inter-American Commercial Arbitration 
Commission; member of the American, Illinois State and Chicago Bar Associa- 
tions; member of the Association of the Bar of the City of New York; charter 
patron of the International Bar Association; member of the Patent Law Associa- 
tion, Chicago; member of the Board of Governors of the Lawyers’ Club of the 
University of Michigan, Ann Arbor; member of the American Patent Law Asso- 
ciation; member Lawyers Advisory Committee of the United States Trade-Mark 
Association and Contributing Editor of the Trade-Mark Reporter; past chairman 
of the Section of Patent, Trade-Mark and Copyright Law, American Bar Asso- 
ciation ; past chairman of the Trade-Mark Committee of that Section; past chair- 
man of the Trade-Mark Committee of the New York Patent Law Association ; 
member of the board of directors and past chairman of the Industrial Property 
Committee of the Commerce and Industry Association of New York; member of 
the Board of Grants of American Foundation for Pharmaceutical Education. 

Mr. Rogers married the former Eva Thompson of Chicago on September 23, 
1901. Besides his widow, Mr. Rogers is survived by two sons, James Harriman 
of Chicago, and Edward Alden of Greenwich, and by four grandchildren. 


EDWARD S. ROGERS—A MEMORIAM 
By James F. Hoge* 


Yes, indeed, the coasts of Maine are rock-ribbed, and the natives from those 
coasts are often as muchly, themselves, rock-ribbed. So on April 15, 1875— 
seventy-four years and one month ago—just three years before this Association 
was organized—there was born on those coasts in the little town of Castine, 
Edward Sidney Rogers. His summer home for the last twenty years of his life 
was there, and never he wavered in the pride of his Yankee origin; never he 
wavered in the pride that his father was a sea captain, and, though he never sailed 
the main, he carried in his heart the love of the sea, and in his mannerisms the 
tang of its enveloping salt. 

By the time for his schooling, his father had entered the Coast Guard and 
was stationed in the Lake Michigan area. So Mr. Rogers received his education 
at the Michigan Military Academy and the University of Michigan. The latter 
continued from those days to hold one of the principal portions of his affection. 
There he lectured in the Law School. There his alma mater twice gave him 
honorary degrees. Degrees and honors are recorded in books made for the 
purpose, and included will be his distinguished service on the Inter-American 
Commissions on Industrial Property. Degrees and honors were but trappings 
upon a personality which, for its intrinsic worth, won its way through near and 


* Remarks delivered as chairman, Morning Session of 7lst Annual Meeting, U. S. Trade- 
Mark Association, Waldorf-Astoria Hotel, Tuesday, May 24, 1949. 
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faraway places of the earth and, like a sailor home from the sea, found its port 
in the individual heart of friends and acquaintances. 

Tribute to him will be spelled out in the days to come in terms of professional 
attainment, in terms of industrial participation, in terms of academic accomplish- 
ment—and all will be richly deserved no matter how exaggerated the statement of 
them. 

This Association today, however, by proceeding with its business under the 
heavy curtains of its grief, pays tribute to his character as a great trouper—a 
trouper who, in the tradition of his art, would say with unmistakable emphasis— 
the show must go on! And in going on, this show—if I may respectfully adopt 
that word for present purposes—is a tribute of full and robust respect and unyield- 
ing affection. 

For how can we today begin a program which has for its central theme an 
analysis of the American trade-mark system without reckoning the large part 
which Edward S. Rogers had in it? 

Even uncanny chronological coincidence attends it. He was born in 1875. 
That was the year when England enacted its first registration statute; that was 
five years later than we enacted our first trade-mark statute which in 1879, just 
four years after his birth, was declared unconstitutional. And it was 1895 when 
he left the University of Michigan to begin, with Frank F. Reed, the practice of 
trade-mark law and to equip himself for the full opportunity of our Act of 1905. 

You tell me, please, what can be said of the intervening years when he labored 
over proposed revisions of the 1905 Act, contemplated uniform State acts, and, 
finally, at the unending sessions which preceded the enactment of the Lanham 
Act, gave his name—so definitely, but always so laudably—that even when the 
Act itself is the subject of criticism we lose not our affection for him. 

The American trade-mark system—well, what is the American trade-mark 
system? The American trade-mark system is another of the flowers of the long 
growth of English common law which crossed the Atlantic and which, in this 
particular field, was not translated into statute law prior to similar action here. 

And even then the parallel remains. We find the 1905 Act endeavoring to 
correct the deficiencies discovered in the British Act of 1875... . and surely 
we find, sometimes we fear grotesquely, the Lanham Act endeavoring to give 
expression to things which the British in 1938 attempted to do with respect to 
their law of a coincidental date, 1905. 

You see how the life span of one man has not only chronologically measured 
the development of the law in this field. You see—and you see without words 
from me—what that life span did to the thinking and the evolution of the law 
which today we call the American trade-mark system. 

When the distinguished speakers address you soon and analyze this system 
from the several viewpoints assigned to them in their subject-titles, they need 
not feel it necessary to give expression to their grief on the passing of this man, 
but they will have in their minds ever the figure of this man walking through 
the law schools, the patent offices, the law courts, the conference chambers— 
and they will know that his figure, though the years make it shadowy, will ever 
be an imprint on page and thought of the American trade-mark system. 
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PROCEEDINGS 


OF THE 


7ist ANNUAL MEETING OF THE 
UNITED STATES TRADE-MARK ASSOCIATION 


WaALDpDorRF-ASTORIA 
New York, May 24, 1949 


The United States Trade-Mark Association: 


Please extend my cordial greetings to the members attending the 71st Annual 
Meeting of the United States Trade-Mark Association. This organization has 
always made constructive contributions in protecting trade-marks and brand names 
in the interest of the public and the distributors of American products. Such 
a worthwhile program deserves continued success. 

Harry S. TRUMAN. 


The United States Trade-Mark Association: 


Cordial greetings and felicitations to your 71st Annual Meeting. The advance- 
ment of trade-marks and brand names is fundamental and consistent with our form 
of government and competitive enterprise under our American economic system. 
Brand names or trade-marks are notice to the world of both the high standards and 
character of industry which have created faith and confidence in the public mind. 
These principles must be continued and advanced. 


Rep. JosepH P. O’Hara (M.C. Minnesota). 


The United States Trade-Mark Association: 


As your association reaches the ripe old age of seventy-one years I send my 
sincere good wishes. Trade-marks play a most important part in the economic 
life of our country. They not only protect the manufacturer, they are the shield 
preventing perpetration of fraud against the public. Hence a trade-mark is the 
identification that enables a company to profit from the reputation and integrity 
of its products. Trade-marks by making it possible for one to distinguish his product 
from that of his competitor, play an integral part in our free competitive sys- 
tem. All of us must use our efforts to see that these symbols are employed to 
strengthen that system and not for price-fixing or monopolistic purposes. The 
challenge to our competitive system is one that must be met. Associations such 
as yours can do much to help meet it and I have confidence that you will. 


Tom C. Crark, Attorney General. 


The United States Trade-Mark Association: 


Glad to convey my warmest greetings to United States Trade-Mark Asso- 
ciation. You are to be congratulated for your splendid rdle in informing the 
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American public of indispensable role played by trade-marks and brand names 
to American free enterprise system. We will need your support in battling 
against all alien minded legislation which would damage our trade-mark system 
and destroy private profits and private initiative while harming public welfare. 


Kindest wishes. ALEXANDER WILEY, United States Senate. 


The United States Trade-Mark Association: 


Through trade-marks and trade names businessmen have long protected the 
identity of their products. Today, the trade-mark, perhaps more than any other 
single factor, symbolizes the good will of a business. And to assure preservation 
of “good will” to a business present day statutes offer trade-mark owners more 
protection against encroachment by others than ever enjoyed before. The United 
States Trade-Mark Association has played an important part in the advancement 
of our present trade-mark and brand names system and I wish you every success 
in your continued efforts toward higher business standards and good trade ethics. 


Cuares E. Sawyer, Secretary of Commerce. 


The United States Trade-Mark Association: 


Trade-marks and brand names have made an important contribution to the 
free enterprise system by rewarding the producers of superior goods and services 
with the recognition they have earned and deserved. This recognition in turn, 
so highly and properly prized, has stimulated competition because it is the truest 
measure of public favor and regard. Manufacturers of branded goods and services 
are keenly aware that to hold their hard won competitive positions, they must 
constantly improve their products, promote their sale and make available to 
the public the savings that mass distribution makes possible in mass production. 
I am proud of the part newspapers have contributed in making the American 
public conscious of trade-marks and brand names and in keeping us the best 
informed people on the face of the earth. As long as people have a hunger for 
news and information the newspapers of America will continue to be a big factor 
in the maintenance and development of products labelled by manufacturers who 
put value into their products. Epwin S. Frienb.y, 


President, American Newspaper Publishers Association. 


The United States Trade-Mark Association: 


Trade-marks and brand names constitute important tools of distribution essen- 
tial to the selling process as it operates. Today they make it possible for large 
volume selling to keep pace with technological developments of mass production. 
With millions of transactions made every day between buyer and seller it is mani- 
festly impossible for each transaction to include a detailed explanation of the 
merits of a product or service and assurance concerning the integrity and reliability 
of the seller; trade-marks and brand names furnish this guarantee. The whole 
system of distribution is based upon a few tools, one of the most important of which 
is the franchise for trade-marks and brand names. Efficient distribution makes 
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mass production possible and the combined operations enable high specialization 
and high productivity. Best wishes for a successful meeting of your organization. 


HERMAN W. STEINKRAUS, 
Pres., Chamber of Commerce of the United States. 


TRADE-MARKS FROM THE ADVERTISERS’ STANDPOINT 
By Leonard W. Trester* 


It is indeed a pleasure to have the opportunity of meeting with you here today. 

There are currently, perhaps, fewer direct attacks on the American trade-mark 
system than at any other time in recent history. Your organization has played a 
great and worthy part in the continuing battle to preserve the free enterprise sys- 
tem as a dynamic and beneficent force in the development of our country. The 
trade-mark was, at one time, the focal point of an attack—now become general— 
by those who wish to abolish the traditional free market, with all of its induce- 
ments to, and rewards for, the development of a better product, made familiar 
and guaranteed by the manufacturer. 

This they would replace by a controlled market—controlled as to both price and 
quality—one which is, therefore, based upon minimum standards, and which offers 
no reward for exceeding the minimum set by the government. 

Largely through the efforts of your oganization working with ex-Commissioner 
Ooms, Congress a few years ago in the Lanham Trade-Mark Act recognized the 
need for granting a measure of security to trade-mark registrants, while at the 
the same time, so far as consistent with that objective, protecting legitimate common 
law users. The reports of Congressional Committees on that legislation took full 
cognizance of the fact that the American trade-mark system protects the consumer 
both against predatory interests and against monopoly. 

The current efforts of your organization in bringing together all groups inter- 
ested in trade-mark protection to secure agreement on necessary clarifying amend- 
ments to this legislation is evidence that American business can speak with one 
voice on important matters of public policy. 

As the state legislative sessions come to a close, your organization again has 
been largely responsible for holding the line against attempts to require State 
registration of trade-marks. Such legislation would “balkanize” the United States 
and, because of the activities of trade-mark pirates, make it impossible for the 
small businessman to extend the market for his trade-marked products unless at 
the outset he was prepared to pay exorbitant sums for State registrations, to 
protect his franchise for future expansion. 

Finally, the work you have done with editors and publishers to educate them in 


* Director, Chamber of Commerce of the United States; Chairman of its Committee on 
Advertising ; and Director of Public Policy, General Outdoor Advertising Co., Inc., Washing- 
ton, D. C. Before Meeting of the United States Trade-Mark Association, Waldorf-Astoria, 
May 24, 1949, New York, N. Y. 
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the proper use of trade-marks editorially accrues to the benefit of all users of 
trade-marks and helps to dispel a no less real, even though innocent, abuse which 
undermines the integrity of trade-marks. The favorable comment your work 
has stimulated in newspapers and business papers has helped to indoctrinate many in 
these fundamental principles. 

I believe it is largely because, during the past few years, there has been an 
active and vital organization on the job that we have not witnessed the kind of 
frontal attack on trade-marks which was so widespread during the depression 
and the early days of the war. 

It was not so long ago that trade-marks were being denounced by Govern- 
ment committees, such as the Temporary National Economic Committee, as monop- 
olistic devices which increased the cost of goods and protected products from price 
competition. It is not so long since a highly effective if numerically small self- 
styled consumer movement was vigorously urging legislation to enable Govern- 
ment bureaus to set mandatory standards and grading requirements for Govern- 
ment grades. And although today we are inclined to forget it, it was only a half a 
dozen years ago that this group came very close to succeeding in their efforts to 
have Government grades appear on all sorts of consumer goods, from canned 
food to women’s hosiery to underwear. With success within their grasp, it 
became very obvious, as many had suspected, that the objective of this group 
was not just to have a Government grade appear alongside a trade-mark. It was 
to eliminate trade-marks altogether by tying Government price ceilings to grades 
and thus making it possible for the best trade-marked products to be sold at all at 
a profit. Hand in hand with measures to force manufacturers to substitute the 
Government symbol for their own was to go a propaganda campaign, already in 
high gear when Congress put an end to the compulsory grading measures, to 
urge the public to buy by grade rather than by brand. In this connection, you may 
be interested in a recent publication of the Domestic Distribution Department, 
Chamber of Commerce of the United States, entitled “Informative Labeling in 
Distribution.” Copies are available upon request. 

It is not so long since a group in the State Department favored the oblitera- 
tion of American trade-marks on Lend-Lease shipments. 

These attacks on trade-marks were made at a time when the American people 
did not have a full appreciation of what our trade-mark system has accomplished. 
We had become used to the benefits of reasonable price and high and uniform 
quality which brand competition makes possible. We had become accustomed 
to our precious freedom of choice, to the philosophy that the customer is always 
right, which goes hand in hand with free choice, and to the convenience in shop- 
ping for known merchandise. We had become so accustomed to these benefits 
of the trade-mark system that we largely took them for granted. 

The war gave American consumers an opportunity to realize the values of this 
system. As shortages of materials made it impossible for trade-mark owners 
to maintain quality standards, some decided to maintain the integrity of the marks 
by withdrawing their merchandise altogether, such as “Wrigley’s” gum, “Vitalis,” 
“Duco,” and “Beautyrest” mattresses. Other manufacturers of nationally-adver- 


tised trade-marked products, while continuing to produce what they could for the 
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civilian market generally realized that the immediate profits available by com- 
promising quality standards were “fool’s gold” which could never compensate 
them for the loss of good will which they had striven so many years to win for 
their trade-marks. 

We all remember the result. The markets were flooded with merchandise of 
unknown manufacture. Lacking the incentive for building good will for their 
trade-marks over a period of years, the new producers were in business to clean up 
as fast as they could. Their trade-marks, if any, served a negative purpose of 
identifying their products so that we could avoid them the next time. For the 
first time most of us realized how really lucky we were when we were able to 
buy our favorite brand of cigarettes or of shirts, of candy or of hosiery. 

In the meantime American trade-marked merchandise of established quality 
was going out to the far corners of the world where our trade-marks were wel- 
comed as an old familiar face, as trusted friends, by American service men and 
others overseas. Millions of Americans abroad began to realize for the first time 
perhaps that these trade-marks, standing as emblems of integrity and confidence in 
American goods, were the best ambassadors of good will for our system; because 
people across the globe knew that they could trust American trade-marks they 
became in effect a “world-wide gold standard” of barter. We saw peoples in 
countries on both sides use our trade-marked goods as a medium of exchange at 
the very times when they did not trust the currencies of their own Governments. 

As a result of this experience the public today has a new esteem for our 
trade-mark system, as evidenced by their insistence on buying goods of known 
quality. 

Therefore, I very much doubt that, in view of this background, and with 
your organization on the job, we shall see much successful agitation by way of 
direct measures to curtail the use of trade-marks and substitute Government 
symbols. The public has learned at too heavy a cost the kind of product and 
service it gets when a seller has no stake in cultivating good will. 

However, we should recognize that trade-marks and a nationalized socialistic 
economy are incompatible. The history of the attempts to undermine our system 
demonstrate this ; those who favored socialism knew that once they could control the 
manufacture and quality standards of products, it was but the next logical step 
to regulate prices and thereby profits, and with these controls, Government would 
be in a position to determine what should be made and how it should be distributed. 

Those who would undermine our system well recognize that they cannot kill 
individual initiative so long as a man has a right to identify his work as his own. 
That they cannot do away with the competitive system so long as trade-marks 
remain to distinguish one product from another. That they cannot cut out large- 
scale manufacture so long as there are advertised makes which breed consumer 
confidence and thus make mass production not only possible and profitable but 
also economical. 

But they now realize also that the American consuming public will not support 
measures which will directly deprive them of their freedom of choice in the market- 
place. So rather than a frontal assault on trade-marks, they are proposing that 
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Government undertake the distribution of the good things of life—food, shelter, 
health benefits and so on. 

If they are successful in their attempt to make Government the middleman 
between producer and consumer, can any one doubt that Government specifica- 
tions will be substituted for trade-marks? It follows that those who believe that 
Government controls are more in the public interest than the functioning of the 
free market also believe that Government knows better what the consumer 
ought to have than he does himself. Under this concept there is no place for 
brands freely competing for consumer favor. 

In every state-controlled economy trade-marks have early fallen a victim to 
Government symbols. In Britain today, for instance, trade-marked drugs are 
subject to a stiff purchase tax. But non-branded drugs made to Government 
specifications are tax-free. Under the national health scheme doctors tend to 
prescribe the non-branded remedies. To discourage the use of trade-marked 
remedies still further, the generic name must be given equal prominence with 
the brand name in advertising and labeling. The government is planning the 
erection of health centers equipped with dispensaries in large urban cities, where 
as a part of the health program, people will be able to obtain non-branded remedies 
free of charge. That this line of thinking has its adherents in this country, is 
borne out by the fact that the sales tax bill for the District of Columbia, as origin- 
ally proposed, would have made proprietary medicines subject to the levy, while 
exempting compounded prescriptions. 

With these precedents clearly before us, it behooves all of us whose primary 
interest is trade-marks to interest ourselves as well in those broader measures 
which would restrict the free functioning of our economy. 

We in business are so busy producing and distributing the good things of life 
that we have all too little time to interpret our rdle to the public. Many of the 
very people who buy our branded merchandise and look on our trade-marks as 
old friends are vocal in criticizing the corporations behind those products as being 
“soulless,” “profit-hungry” institutions. 

A paradox of our time is that, at the moment when the trade-marks of Ameri- 
can business have achieved almost universal acceptance, business is threatened 
with taxation, regulation and restrictions on a scale never known before. 

Unless this tide is turned, we will stumble into socialism by default. As one 
industry after another becomes unable to assume its share of the burden and 
fails to provide the enterprise and the taxes necessary to keep our system func- 
tioning and becomes instead a Government-subsidized beneficiary, the burden 
imposed upon the productive remainder will become that much greater. Thus, 
the load which the free segment of our economy will have to carry will become 
greater at the very time when there are fewer enterprises to carry it. 

As John Davenport points out, “if the day came when the tax collector took 
50 percent of the national income instead of 25 percent, as now, it would be crystal 
clear that the U. S. was socialized in fact even though the means of production 
remained in private hands.” 

And as another remarkable article in Fortune on public relations points out, 
“Business pays not only for the benefits Government bestows, but for the colossally 
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wasteful Government mechanism that distributes those benefits. Business should 
be able to supply many of those benefits more effectively than the Government, 
at lower cost, and with more regard for human dignity .... (but) either the 
day of public relations as performance must come or business must reconcile 
itself to a steadily contracting sphere.” 

In its public relations, business faces an unequal battle. Under the concept 
of Government which has taken root in recent years, the primary function of 
Government is no longer to act as umpire and policeman, but rather to provide 
human satisfactions for various special interests and politically powerful groups. 
Government is today primarily a public relations agency. 

Similarly, the national labor organizations are primarily public relations agen- 
cies which can reach the public with a united voice for labor because of their 
claim to represent 15,000,000 citizens. What they say is news and what they 
seek to accomplish is a degree of influence over public opinion which will 
continue to exert pressure on Government to favor their group in the distribution 
of human satisfactions. 

Business, which must perform in producing the good things of life, cannot 
compete with either of these agencies on a similar basis. Competitive by nature, 
business cannot speak with a united voice on the broad issues of the day. 
And even if it could, the mere fact that it gave expression to the business view- 
point would not win enough adherents to influence action on measures of basic 
importance. 

Therefore, I believe that business can only succeed in this battle by associating 
itself and its objectives in the public mind with the public interest. We in business 
realize that the time has long since passed when the public accepted the premise 
that the primary function of business was to show a profit, provided it came by 
it ethically. The segment of business with the greatest interest in trade-marks 
should be, and is, by the same token, the segment with the greatest stake in public 
relations. Yours are the companies which have risked their future on widespread 
public goodwill and acceptance. Yours are the organizations which are best 
known to the American people, from which they are accustomed to hearing and 
in which they believe. 

It may be true that the American people list only three business leaders among 
the one hundred leading Americans. But it is also true that such spokesmen 
for business, or trade characters, as Betty Crocker and Elsie the Cow are better 
known to the public than are members of the Cabinet. 

It may be true that many of our corporations are regarded as abstractions 
from which the man in the street tends to shy away, but it is also true that these same 
corporations are able to reach the public daily, through their brand advertising, 
with news about what is new in the stores and in the plants of America, which is 
as eagerly welcomed and receives fully as much attention as news of national 
events. Business is getting through to the American people. It has demonstrated 
its capacity to do so through advertising, which translates the message in terms 
of the reader’s interest. 

Our trade-marks have won widespread acceptance not because they denote 
products of a certain size, shape, physical composition, or other objective quality 
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but primarily because they stand for institutions in which the public can believe, 
institutions which deal fairly. 

Harry D. Nims says that a trade-mark is “.. . . an emblem of confidence. It 
indicates and signifies service, honesty, integrity, industry and all the qualities 
which go to make a business concern respected and trusted. Good will is the 
result of friendliness and friendship. A hermit, who has no contact with his fellow 
men, can have no good will. The building of good will is not a game of solitaire. 
It is the result of playing the game of business with one’s fellow men like a 
thoroughbred.” 

To obtain the maximum good will asset value for our trade-marks, why not 
tell in terms of the trade-marks which everyone knows and accepts, the stories 
of the institutions behind them? Why not interpret the trade-mark in terms 
of consumer service by telling the public of the product improvements made over 
the years and the reductions in price which have been possible because of the 
demand stimulated? Why not tell them what is done, through research and con- 
sumer juries, constantly to improve the product for which your trade-mark 
stands? 

Why not tell the public how many people select our brands and what this 
means in terms of employment, high wages, fair earnings to stockholders and 
stability of operations? And also in terms of taxes paid to the Government ? 

Why not tell what advertised brands mean to the dealer in terms of rapid 
turnover, greater store traffic and reduced need for sales effort and expense. 

For some reason many companies, when they have an important public policy 
message, such as an annual report, completely disassociate it from their trade- 
marks and from their usual advertising format. Instead, they present dull facts 
and figures couched in legalistic language and leave it to the reader to translate 
the fact that only 2 cents of the dollar paid for their product constituted profit. 

In this way they lose an opportunity to strengthen the trade-mark in the public 
consciousness as representing an institution which has the public’s interest at heart 
and at the same time fail to take advanage of the public good-will for the trade- 
mark or trade character which would assure not only readership but acceptance. 

Of course, this statement is not true of many of the progressive firms in your 
association which are presenting their trade-marks in warm and friendly terms 
both locally and nationally. The General Foods series on the origin of each of 
its trade-marked products is an outstanding example of the kind of effort which 
simultaneously wins trade-mark acceptance and creates a greater appreciation of 
the role of business in our daily lives. 

Another example is an advertisement featuring the Procter & Gamble trade- 
marks, headlined “How ‘Oxydol’ Helps Ring Long Beach Wedding Bells.” 

“It’s surprising but true,” the copy runs. “A laundry soap made right here 
in town helps the young people of Long Beach make up their minds to get married. 
Here’s how. Young about-to-be-marrieds want to know that their chances of 
future security are pretty good before they take the step. And the millions of 
boxes of “Oxydol,” made here by Procter & Gamble help to contribute to Long 
Beach’s prosperity and help build their future. So “Oxydol” means more than 
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a laundry soap to Long Beach people. It means greater prosperity and good 
jobs .... a better chance for young people to start a life of their own.” 

Another good example is the Bristol-Myers advertising telling that “A com- 
pany is known by the principles it keeps.” Or the Shell oil advertisement tell- 
ing in a box run in conjunction with the trade-mark how that symbol serves the 
consumer, community, employee and shareholder. Among the many others which 
come to mind are the H. G. Heinz Co., J. & J. Kellogg and Coca-Cola Company. 

In some communities companies are banding together under the leadership 
of the chamber of commerce to tell the story of local industry. In Fulton, New 
York, for instance, a campaign was conducted explaining what such local trade- 
marks as “Nestle’s” chocolate, “Birds-Eye” frozen foods, “Marlin” firearms, 
“Armstrong” cork and “Mengel” furniture contribute to more employment and 
greater prosperity locally. 

There are many other methods of telling the story of business locally. The 
“open house” has long been used by some companies, such as “Hershey’s’’ choco- 
late, for instance, to promote their trade-marked products. More recently it has 
become a successful tool for indoctrinating employees and the community with the 
the facts about the economics of business. Community-wide industrial exposi- 
tions, showing the products made locally, have drawn unprecedented crowds in 
many cities. Exhibits, in local stores and banks, of the trade-marks of the com- 
munity, with information about their contribution to employment, purchasing 
power, and taxes also offer a means of getting our story across. 

The Committee on Advertising of the Chamber of Commerce of the United 
States, of which your vice-chairman George McMillan and one of your directors 
Bill Connolly are members, has spent the last three years working on the problem 
of how advertising and promotion techniques can be adapted to present the story 
of business in terms that are meaningful to the public. Our program is based 
squarely on the promotion that what the public thinks of business in general is 
likely to be a mosaic of their thoughts and feelings about those businesses they 
know. If this is so, the way to build confidence in business is primarily through 
each company undertaking its own program. And the companies which are 
best known to the public are those represented here today whose trade-marks 
are household words across the country. 

You are the people who have the facilities, the channels of communication, the 
skills and techniques—and most importantly the public confidence—to carry out 
such programs at the national and the local levels. 
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TRADE-MARKS FROM THE PATENT OFFICE POINT OF VIEW* 
By Hon. Joe E. Daniels 


Assistant U. S. Commissioner of Patents 


At the present time the Patent Office is passing upon applications for the 
registration of trade-marks under three different laws—The Trade-Mark Acts 
of 1905, 1920, and 1946. From the standpoint of administration most questions 
as to cases pending under the earlier Acts are covered by recognized precedent 
so that they may usually be handled in accordance with established practice. 
There are approximately four thousand applications still pending under the Act 
of 1905. All of these have, of course, been acted upon at least once, but the 
attorneys have a year in which to respond. Whenever a response to an Office 
action is received, they are acted upon promptly in order that we may dispose 
of all of them fairly soon. The great majority of these cases are now in condition 
that they will either be registered or finally rejected within the next year. We 
anticipate that within a year the number under active consideration by the exam- 
ining corps will be negligible, but in view of those that are or may become 
involved in contested proceedings or in which appeals may be taken you may be 
seeing publications, registrations or decisions by the Patent Office, or decisions 
by the courts on applications pending under the 1905 Act for the next four or 
five years. The number of pending applications under the 1920 Act has already 
become negligible and we have every reason to believe that within the next year 
practically all of them will be disposed of by allowance or final rejection. These 
are not subject to opposition and cannot go to the courts upon final refusal by the 
Patent Office. 

Therefore, I assume that in a discussion of the administration of the Trade- 
Mark Acts in the Patent Office, I need consider only the Trade-Mark Act of 1946. 

I have neither the time nor inclination to attempt to analyze the New Act in 
detail nor to extol its merits, nor condemn any defects at this time. It not only 
contains many provisions as to which there is radical difference of opinion among 
members of the bar, both as to their meaning and desirability, but actually contains 
few provisions upon which there is any substantial agreement as to proper inter- 
pretation. Trade-marks are always an intangible subject matter, and even under 
known and established rules, there is room for wide difference of opinion as 
to the application of the law to a particular state of facts. As to certain con- 
troversial sections of the New Act (and I have in mind particularly such ques- 
tions as the proper interpretation of the sections relating to service marks and 
concurrent use) it would take more time than is presently available to even state 
some of the problems. I shall therefore confine myself to an attempt to tell you 
what the Patent Office is doing with respect to the more common problems which 
have arisen in the administration of the New Act, since those are the ones which 
affect the greater number of pending applications. 


* Paper delivered before the 7lst Annual Meeting of The United States Trade-Mark 
Association, Waldorf-Astoria, New York, May 24, 1949. 
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Even as to these relatively simple problems, interesting and sometimes con- 
fusing problems of application of the New Law to a given state of fact, arise and 
will continue to arise, since the administration of this Act is necessarily in its 
preliminary stages. As to all of these, the courts will have the final say, but at 
the present time we have no authoritative ruling and no prospect of court rulings 
on questions of registration for perhaps another two years. As to some provi- 
sions of this Act it will necessarily be longer before we receive the benefit of guid- 
ance by the courts. For example, the provisions as to incontestability probably can- 
not even be raised until five years after the registration of any particular mark 
which may be in dispute either in the Patent Office or in the courts. Since 
such question would presumably be raised in contested rather than ex parte 
proceedings, it might be several years before such a case could go to the courts, 
and if mistakes are made by registering marks which should not be registered, 
this cannot come up until the registration of the particular mark involved is 
challenged, if ever. 

It is clearly the intent of the New Act which became effective July 5, 1947, 
to permit registration of trade-marks which were theretofore not subject to 
registration. Many of these had been universally recognized as good trade-marks 
and subject to protection of the courts in equity proceedings but failed tech- 
nically to qualify for registration under the old Acts. To consider a few instances, 
under the Trade-Mark Act of 1905 a trade-mark which consisted merely of a 
geographical name or term could not be registered. It was the practice under 
that Act to examine an application and check various source books. If it was 
found that the mark had a geographical meaning and was, for example, 
the name of a thriving but not widely known metropolis of two hundred per- 
sons in western Kansas, or the name of one of the myriad lakes in Canada, or a 
river in Russia listed only on large scale maps, and had no other meaning it 
was refused registration on the ground that it was merely geographical. Under 
the same provisons, a trade-mark which consisted merely in the name of an 
individual, corporation or association could not be registered unless it was dis- 


tinctively displayed. In administering that section under the 1905 act, telephone 


books in the larger cities were consulted and if the word was found listed in one of 
them, registration was likewise refused. A mark which was merely descriptive suf- 
fered the same fate and at least to the lawyers present I need not detail the harrow- 
ing disputes and hairline decisions as to what was merely descriptive. In some 
instances the skill and persistence of counsel wore the examiner down and obtained 
certificates of registration of marks which most of us would agree were obviously de- 
scriptive of the particular goods and frequently were subject to cancellation 
proceedings or litigation which sometimes resulted in a finding of invalidity. 
However that may be, many marks universally recognized by the public, and 
often by the courts, were necessarily refused registration, unless they came within 
certain exceptions to the general rule, for example, exclusive use for ten years 
prior to 1905. It is always dangerous to use illustrations since some outraged 
trade-mark proprietor usually takes offense to any mention of his mark and 
maintains that it has been injured by criticism or has been underpraised. If, 
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however, you will consider many of the widely known trade-marks for men’s 
hats and assume that none of them happened to qualify under the ten-year pro- 
viso (and I believe most of them did) it will be apparent that in that field some 
of the most widely recognized trade-marks consisted merely of surnames and 
would not, per se, have qualified for registration. Or, take fountain pens or 
automobiles as to which in many instances it would have been necessary to 
consider questions relating to surnames or geographical terms. 

To considerable extent the New Act has remedied this situation and it was 
believed by the sponsors of the Act and it is hoped by the Patent Office that 
this will permit more uniform registration of recognized trade-marks and should 
result in a more uniform and an effective enforcement of trade-mark rights. 
Under the New Act surnames, geographical names, and descriptive words are 
forbidden registration only when, as applied to the goods of applicant, they are 
merely descriptive or deceptively misdescriptive, or, when so applied, are primarily 
geographically descriptive or deceptively misdescriptive or are primarily merely a 
surname. It is no longer necessary or proper to find an unusual name in the Chicago 
phone book and refuse to register an otherwise arbitrary mark thereon. The same 
is true of the town in Kansas and the Russian river, or the other similar instances to 
which I have referred. The question of what is merely descriptive as applied 
to the goods is still a difficult problem but by making clear that it should be 
considered only with respect to its meaning as applied to the particular goods, 
the problem is at least clarified and should result in more uniform and reason- 
able construction. 

With respect to marks which are primarily merely geographical or in their 
primary meaning are merely surnames, or are merely descriptive as applied to 
goods of the applicant (and this would include many well-known trade-marks), 
there is the further provision of Section 2(f) of the New Act that a mark which 
has become distinctive of applicant’s goods in commerce may be registered. Under 
this provision the Patent Office may accept proof of five years substantially ex- 
clusive and continuous use thereof in commerce as a mark by the applicant as 
prima facie evidence that it has become distinctive as applied to applicant’s goods. 
The registration of marks of this type is generally considered one of the major 
improvements in the registration system established by the Act, and one which 
was intended to avoid much criticism directed at the provisions of the Federal 
system of registration. It was also intended to meet certain problems raised by advo- 
cates of State registrations, previously referred to in this meeting. 

The attitude of applicants and their attorneys toward this section appears 
to me, however, to be particularly interesing as indicating the lack of unanimity. 
Since the test laid down is whether or not a mark has actually become distinctive 
of the goods of applicant, or, in other words, is it recognized by the public as 
identifying his goods, it has been generally assumed that this would apply only 
to marks which were not inherently distinctive and which, except for this pro- 
vision, would not qualify for registration. We have, however, instances in which 
attorneys insist upon submitting proof of distinctiveness either by a showing 
of five years’ exclusive use or otherwise, even though the Patent Office regards 
the mark presented as arbitrary and is willing to register it without any proof 
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that it qualifies under Section 2(f). In other words, they regard a regis- 
tration under that section as superior to an ordinary registration. Others refuse 
to continue the prosecution of an application if it is required that it be placed under 
the provisions of Section 2(f), apparently feeling that such a registration is in 
some way inferior. As between these opposite views we have at least one 
instance in which an attorney requested and obtained registration under Sec- 
tion 2(f) but objected to the inclusion of a statement that it was registered under 
the terms of that section in the publication of the mark in the Official Gazette 
and upon the certificate of registration issued. He stated, and I use his language, 
that we were thereby placing the “bar sinister’ on such a registration. My own 
observation is that most attorneys accept this provision as a desirable vehicle 
for obtaining registration of marks which would otherwise be unregistrable 
because of their inherent characteristics, and, while recognizing the right of those 
holding opposing views to disagree, I see no reason to believe (unless and until 
the courts rule differently) that a registration under this provision, if properly 
qualified, will not be just as effective as any other registration, and not in any 
way superior or inferior thereto. 

In any event each of the provisions to which I have referred presents a 
new problem of administration to the Patent Office and a substantial increase 
in responsibility. Let us assume that an application under the 1905 Act set 
out a mark which, in the opinion of the examiner, was merely descriptive as 
applied to the goods of the applicant. This would have required refusal and 
the only subject for further consideration in the prosecution of the case would 
have been an attempt on the part of the applicant or his attorney to persuade the 
examiner that it was not descriptive. Under the 1946 Act if the application is 
filed under Section 2(f) or, after a ruling of descriptiveness, the applicant elects 
to amend it to bring it under the terms of that section there remains the determina- 
tion whether or not as applied to applicant’s goods it has become distinctive. The 
burden is thereupon on the applicant to establish that it has. Most of such cases fall 
into three broad categories: 

(1) In a proper case the Patent Office accepts the affidavit of five years sub- 
stantially exclusive and continuous use as a trade-mark without question. Into this 
category would fall the marks which under the 1905 Act would have been regarded 
as descriptive but as to which the question of whether the mark was descriptive or 
suggestive was reasonably close. Many marks which had been so refused under 
the Act of 1905 have now been registered upon the filing of such five-year affidavit. 
Marks consisting of personal names are also accepted without further showing, 
unless the name is extremely common or other special circumstances exist, and 
many terms which are clearly geographical are also accepted on this basis. 

(2) The second category would include a mark which is clearly descriptive 
as applied to the article involved and appears likely to be a word that would be 
applied to the product by others in ordinary course of business dealings. As to 
such marks it is the policy of the Patent Office to require that further evidence 
be submitted showing that it has actually become distinctive and is recognized by 
the public as identifying the goods, whether or not used for five years. The burden 
of proving that the mark has become distinctive is on the applicant and I shall not 
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attempt to tell counsel who are present the form such proof should take, but will 
state that we do not expect or desire elaborate or cumulative proofs or technical 
evidence such as might be required in the trial of an unfair competition action or an 
application for preliminary injunction. We do expect, however, that aff- 
davits of a factual nature sufficient to convince the examiner should be produced. 
Laudatory affidavits by advertising men setting out their own high regard for their 
trade-mark in general language should not be sufficient. If, however, facts which 
indicate that it has actually been used exclusively by applicant as applied to the 
product involved and has through advertising or otherwise, become recognized by 
the public, it will be accepted. 

(3) The third group includes marks which are generic or so highly descriptive 
that they cannot attain distinctiveness. These are generally the same as those which 
were refused registration as incapable of functioning as trade-marks even under the 
provisions of the 1920 Act or the ten-year proviso of the Act of 1905. I see no 
reason to believe that marks which are found to fall within this category can be 
registered however much proof of extensive use may be submitted. 

Considering those which are capable of proof, that is those which come into 
the first two categories mentioned, many attorneys have complained and continue 
to complain, when the Patent Office requires proof of distinctiveness, in some 
cases even objecting to the inclusion of the affidavit of five years’ use. Perhaps 
being in the Patent Office has given me a distorted point of view, but I lack 
sympathy with those who concede that particular marks may be descriptive or 
otherwise inherently disqualified for registration, but who object to reasonable 
requirements for the submission of proof of distinctiveness. If their claim of 
distinctiveness is well founded, they should have proof readily available at the 
present time. If the question becomes material after registration, and this may 
happen many years from now, such evidence of conditions as of the time of the 
filing of the application may be difficult to obtain. In spite of the provisions 
as to incontestability and other provisions of the New Act, it might well be found 
when such a registration comes before a court that the Patent Office acted improvi- 
dently in granting the registration without any evidence of distinctiveness, and 
that the registration was void ab initio. If, however, the Patent Office requires 
and acts upon evidence submitted at the time, I do believe that a court would go 
behind it, even though it might not have accepted the same evidence itself. 
In any case the evidence so submitted would continue to be available as a matter 
of public record. It therefore appears to me that in many instances we are 
assisting an applicant in making such a requirement that evidence be submitted 
and will greatly strengthen his position, but I must say that many attorneys 
do not appear to appreciate this kindness. 

Another change in everyday Patent Office handling of applications brought 
about by the New Act is the omission of the magic phrase “merchandise of the 
same descriptive properties,’ from the provisions of the New Act prohibiting 
registration of marks which resemble registered or known trade-marks. The test 
laid down by the 1946 Act is that no mark shall be registered “which so resem- 
bles a mark registered in the Patent Office or a mark or trade name previously 
used in the United States by another ... . as to be likely, when applied to the 
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goods of the applicant, to cause confusion or mistake or to deceive purchasers.” 
Under the 1905 Act such refusal was required or permitted only when marks 
were applied to “merchandise of the same descriptive properties.’”” This phrase 
was given an extremely liberal construction in recent years both in the Patent 
Office and in the courts and the question of confusion or mistake was frequently 
considered. Occasionally this construction was such as to do “some violence to 
the language of the Act” as stated by Judge Learned Hand in Yale Electric 
Corporation v. Robertson,* but it was nevertheless necessary to find whether the 
goods covered by the marks possessed the same descriptive properties, and if 
they did, the new application was required to be refused, even though there might 
be little likelihood of confusion. On the other hand, if they did not possess the 
same descriptive properties, an application could not be refused, even though there 
was considered to be some likelihood of confusion. Elimination of this phrase 
requires a more careful consideration of existing marks which are set up as a 
basis of refusal of registration. As with the application of Section 2(f) above 
referred to, this requires the exercise of discretion on the part of trade-mark 
examiners, and in dealing with any such intangible matter there is always room 
for difference of opinion. I am afraid that mistakes have been made and may 
continue to be made, but through courses of instruction and careful and painstak- 
ing supervision, the executive examiner and his staff are attempting to avoid this, 
and as experience is acquired and authoritative rulings are made, we hope to 
minimize them. Naturally with the administrative problems involved in organi- 
zations such as the Patent Office, we would like to have rules which would draw 
a fine line of demarcation between that which may be registered and that which 
may not and be able to set out precise standards as to what meets the requirements 
for registration and what does not. However, the characteristics and meaning of 
various terms adopted as trade-marks are not subject to exact computation or 
analysis by slide rule methods and in the last analysis must stand or fall on the 
good judgment of the examiner or those who pass upon his actions. 

The enactment of the New Law and the publicity given to the fact that many 
marks heretofore disqualified may now be registered has naturally resulted in a 
tremendous increase in the number of applications for registration which have to 
be passed upon. It has also given rise to a situation more difficult to define, but 
which must be considered in any attempt to appraise the present and future effects 
of the law. This is the present emphasis on registration. Many business organ- 
izations have had trade-marks, or what they considered to be trade-marks, which 
they have recognized could be protected only under common law procedure. 
They naturally desire to protect them to the greatest possible extent. At the 
present time, therefore, many members of the Trade-Mark Bar have a substantial 
number of applications for registration pending in the Patent Office. Most of 
these are undoubtedly registrable but clients have also impressed upon them that 
special circumstances require and justify the registration of particular marks which 
at first glance seemed unauthorized, and convinced them that such marks are 
actually distinctive and that registration is essential. Lawyers naturally take a 


* 26 F. 2d 972. 
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real interest in such cases, and even though they may have had some doubts 
when such marks were first presented to them, they become convinced of the 
righteousness of their clients’ causes and in some instances are much aggrieved 
when the Patent Office fails to share their enthusiasm for the distinctive nature 
of the marks presented. If the marks are actually distinctive, they should be regis- 
tered, but such enthusiasm should not lead the Patent Office to permit registra- 
tion of marks which are not actually distinctive or which so nearly resemble prior 
registration as to cause confusion. 

I have already had the experience of an attorney coming into my office com- 
plaining of the trade-mark division’s refusal to register a mark, and at the same 
time objecting to the liberality of their action in allowing the mark of another 
party which had appeared in a recent Gazette. To me the mark which had been 
published was proper under a liberal construction of the Act, though perhaps a 
borderline case, while the mark which he contended was arbitrary appeared to me 
to verge on the generic. Of course, he may be right and I may be wrong in 
this, and I mention this only as an illustration of the present attitude and because 
it appears to indicate a danger which should not be overlooked. The propriety 
of liberal construction of the New Act which will permit new registrations cannot be 
questioned, but the rights of other registrants and of the public is still a matter of 
primary importance. Many attorneys, including a few who now contend that any- 
thing that can be put on a piece of paper or spoken over a microphone should be 
registered, may, within a few years, if they succeed in such arguments, find them- 
selves facing the necessity of moving to cancel many other marks similarly regis- 
tered. The Principal Register should not be permitted to include marks which 
should be equally available to any manufacturer or merchant in the field or which 
impinge upon rights of other trade-mark owners. Otherwise, we would have a 
mere deposit system which while used in some countries, and considered by some 
in this country to be advisable is clearly not *htended in an Act which makes 
registration not only prima facie proof of ownership but constructive notice of 
rights throughout the entire country and, after a period of time, gives rise to 
incontestable rights. It is largely because of this that the Patent Office is attempt- 
ing to make haste slowly, and, while I feel that we have given the Act a very 
liberable construction in practice, I believe that we should continue to place the 
greater emphasis on quality of registrations, not quantity. If the courts find 
that we are lacking in liberality and require us to register marks of a type now 
considered unregistrable, the situation will be corrected within a relatively short 
time and with relatively little trouble or expense to applicants or registrants. 
If, however, we burden the Principal Register with tens of thousands of marks 
having no trade-mark significance a substantial burden will be placed upon other 
registrants or agencies in an attempt to remove them, and it might be many years 
before the courts would have an opportunity to declare our action improper. In 
that event the finding could only apply to the marks involved and the balance of any 
such improvidently issued registrations might remain upon the register indefinitely. 
Should this occur the new Act will fail in certain of its primary objectives and I 
venture to express the opinion that either the courts or Congress might be moved 
to take drastic action to correct such a situation. 
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None of the many questions which have arisen under the New Law has indicated 
that the Act as now worded is unworkable from an administrative standpoint. 
We have discussed a number of possible amendments suggested by committees 
and individuals covering a wide variety of subjects and many of which would 
affect the work in the Patent Office. There are certain formal amendments of 
a more or less non-controversial nature which we feel might be desirable includ- 
ing the correction of one or two provisions generally conceded to be clerical errors 
in the Act. One provision which we feel should be corrected appears particu- 
larly irritating to business and the bar. This is the provision requiring a fee of 
$10 for the voluntary cancellation of a registration. Since one of the objectives 
of the Act is to remove inactive or improper registrations from the register when- 
ever possible, it seems to present an anomalous situation that a $10 fee should be 
required from a registrant who wishes to give up his prima facie claim to such a 
mark. Many firms have resented this provision to the extent that they will not 
cancel marks which they would otherwise be willing to have removed from the 
register. We are quite willing to collect $10, but feel that the over-all administra- 
tion of the Act would be facilitated if it were not required. I mention this only 
as an illustration. But unless construction of certain controversial provisions 
creates difficulties not now apparent, we do not feel that there is any immediate 
administrative necessity of amendments. This does not mean that we are unwilling 
to cooperate or to consider proposed amendments, and we have consulted with 
a committee representing this Association and others upon this subject on a num- 
ber of occasions and hope that we can continue to cooperate with them. 

As to decisions under the 1946 Act, there are few by the courts which affect 
Patent Office proceedings; in fact there are very few which even mention this 
Act. In the Patent Office, the only decisions on appeal have had no particular 
significance except with respect to the particular mark involved, and, as already 
stated, the courts will have the &nal word. 

I do not wish to burden this meeting with statistics. It may be of interest 
to point out that the number of applications being filed under the 1946 Act 
indicates no trend either toward greater or reduced volume. While varying 
from month to month it has been relatively consistent for the past year. The 
progress in disposing of such applications is necessarily slower than it was under 
the 1905 Act, both because of the increased volume and the novel questions 
which have arisen. We have reduced the backlog to some extent and anticipate 
that unless there is a tremendous increase in applications filed, the present maxi- 
mum of 10 months’ wait for action on an application will be substantially reduced. 
This will not happen overnight, but within the next year it should be reduced 
to somewhere in the range of 6 months, perhaps less. We are fortunate that 
those in charge of the activity prior to the effective date of the Act anticipated 
the problems involved and built up such a capable staff. In this I refer not only 
to those who are in charge, but to the entire examining group. 

With respect to the volume of contested cases, no substantial change is 
indicated. Again the totals vary from month to month, and during the early part 
of 1948, there was an increase in the number of oppositions. Since last August 
this has leveled off so that the number recently filed is comparable to and perhaps 
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even smaller than the average existing for several years prior thereto. There is 
no noticeable increase in cancellation proceeding—in fact a slight recent decrease. 
Whether or not the provision as to incontestability after 5 years will result in a 
rush of cancellations at some future time, is anyone’s guess. It seems to me quite 
probable that some concerns which have permitted existing registrations to con- 
tinue of record under the Old Law may be inspired to take some action of this 
nature. But there is no indication of any substantial increase in this activity 
up to the present time. 

I recognize that I have not even touched upon many of the problems con- 
sidered most important by some of the attorneys who are present. This is 
deliberate, both from lack of time and from the fact that I believe such discus- 
sion by me at this time would be inappropriate. In due course some of these 
problems may come to me on appeal, but at that time I will have the benefit of 
the record of previous consideration in the Patent Office, and of the thoughtful 
and frequently scholarly briefs of counsel. With such assistance, I hope that we 
may find the proper answers. 





TRADE-MARKS FROM THE LAWYER’S POINT OF VIEW 
OR 
BEWARE OF LIMITATIONS* 


By Casper W. Ooms} 


All is not amber beer and big 8 pretzels in the trade-mark field. The millen- 
nium under the Lanham Act has not come. The realization of its substantial 
benefits—even the fact of the passage of the Act after years of unpromising effort— 
reflect an accomplishment in which the bar may take some pride and credit. The 
controversy throughout the years in which the legislation was urged has not sub- 
sided. The differences with respect to important provisions of the Act have not 
disappeared. The unanimity which gives force to legislative effort is still lacking. 
In other words, the situation isn’t normal. 

The comfortable stability of a normal situation should not soothe us to satis- 
faction and inaction. Controversy at least reflects life, thinking, and effort. 

All of the agitation about the dire results that would follow the provisions 
in the Lanham Act that entrusted to the Federal Trade Commission some capacity 
of intrusion into our affairs has left little substantial ground for apprehension. 
The rather general inclusion in the Act of an expression in its mildest of the old 
and elementary principle that equity will not protect those who come to it sullied 
and guilty of violations of the law, has had little repercussion in the litigation 
respecting trade-marks. 





* Paper delivered before the 71st Annual Meeting of The United States Trade-Mark Asso- 
ciation on May 24, 1949 at the Waldorf-Astoria, New York City. 


+ Former U. S. Commissioner of Patents. 
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This might have been anticipated. Shakespeare, some 300 years ago, expressed 
it succinctly in the sentence: 


“Present fears are less than horrible imaginings.” 


Considering the latitude of error in all human affairs we can afford to be gen- 
erous with the aberrations of the courts in enforcing the trade-mark law. If 
any excuse be needed for their error we need merely reflect that almost every 
decision and almost every expression of the courts—even the unorginal ‘Flash 
of Genius” phrase—was provoked by or copied from some lawyer’s brief. And 
you who have never planted, nourished, or insinuated error in the court’s pronounce- 
ments may cast the first petition for rehearing. This is no time to expose the 
manifold errors of the courts. 

Let us turn instead for a moment to a consideration of the state of the trade- 
mark law and some of the challenging burdens it is thrusting upon us. 

Almost sixty years ago the most scholarly author in the law of patents’ 
made a statement revealing the apprehension he felt about the state of the patent 
law, an apprehension that seemed, in those Victorian days, somewhat bilious. Only 
lately has its truth become as manifest as the prophesy he uttered. He said: 


Experience having thus demonstrated that the dividing line, as drawn by courts 
and legislatures, between the rights of the inventor and the public is determined by 
the current theory concerning the nature of a patent privilege, it is evidently a matter 
of the first importance that this theory should be correct, and that once having been 
adopted it should always be consistently maintained. Continual concessions to the 
patentee are as unjust, and ultimately as disastrous, as continual restrictions of his 
powers; for they constantly give rise to new grounds of litigation, and are sure to 
produce, at some time, a reaction in public sentiment under whose impulse the entire 
system of exclusive privileges may disappear. 

One can observe in the recent decisions of the courts some quiet but neverthe- 
less expressed suspicion of the trade-mark system. When the courts charge that 
the enforcement of a trade-mark is an effort “to monopolize” the use of the mark 
in all fields* or an effort to “monopolize red in all of its shades,’”* we should recog- 
nize the forebodings that this term implies. A trade-mark affords no monopoly. 
It probably is one of the best devices to insure competition when properly used. 
Unfortunately, some of the efforts to enforce trade-marks reflect an effort to 
suppress competition in the guise of an attack upon unfair competition. How- 
ever critical we may be of the opinions of the courts that express some “misunder- 
standing” of the motives of the plaintiff in trade-mark cases, we can afford to be 
objective in determining for ourselves whether in fact some of those efforts have 
not warranted and invoked the criticism that is befallen them. 

May we not be overreaching a little in the labor that we are exerting to 
protect a great number of devices that are practically incapable of any trade-mark 
function? What of these efforts to register mere ornamentation; indiscriminate 
areas of color; descriptive phrases and other of the common paraphernalia of 





1. Robinson on Patents, 1890, Vol. 1, p. 36. 

2. California Fruit Growers Exchange et al. v. Sunkist Baking Co., 166 F. 2d 971. 

3. Campbell Soup Co. and Carnation Co. v. Armour & Company, April 4, 1949, —— 
F. 2d ——, 81 U. S. P. Q. 430. 
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commerce? Some success has been evident in the past to encourage this extreme 
grasping at the irrelevant incidentals of packaging, perhaps largely because the 
defendant, accused in any unfair competition case, enters the court under a verbal 
cloud, thickened by the lack of unanimity among the trade-mark experts, including 
the courts. This small measure of success may be responsible, as one writer has 
recently put it, to “the considerable confusion about confusion.” 

We are the guardians of this trade-mark system. We must insure that in 
protecting the trade-marks, the good names and reputations of their owners, we 
do not besmirch the reputation and good name of the trade-mark system. As one 
of our great judges has put it, 


.... The only check upon our own exercise of power is our own sense of self-restraint.* 


Our attitude, however, is not negative. The Lanham Act has now been the 
law for two years. What is its reputation? What have we done even to reaching 
agreement in expressing its meaning and implications? The encyclopaedic list 
of proposed modifications merely nourishes its enemies and those who employ the 
uncertainties of the law to peddle state registration as a more effective expedient 
than registration under the Lanham Act. I need not today extol the Lanham Act 
nor defend some of the provisions that have been most controversial. My views 
on it are probably more voluminous than the weight of my opinion warrants, 
but I detect that we have not soid the Lanham Act to American industry. Some- 
times I doubt that we have sold it to ourselves. Many of the businesses represented 
by counsel here have fallen victim to the quackery which is being peddled by 
those who foster state trade-mark registration as a necessary expedient to avoid 
the dangers that the Lanham Act has introduced into trade-mark law. What 
have you and I done to stop that profitable little fraud? We probably cannot even 
agree on what should be done. I think there is something we could do. We 
could probably produce a small pamphlet that would outline clearly and unequi- 
vocally the benefits of the Lanham Act in sentences that anybody could under- 
stand. I am sure we can find enough agreement among us to compose such a 
“confession of faith.” Until we do our clients and American business are being 
milked by those who have no hesitation in exploiting the critical discussions of 
the Lanham Act that we have all enjoyed. The prophet (here spelled P-R-O-F-I-T) 
may be without honor, but it promises no good to the development of a sound 
trade-mark system. 

It is not only what is being done to business, big business as well as small 
business, in the extraction of fees and exploitation by these misrepresentations 
about the Lanham Act that need concern us. This same exploitation is being 
reflected in the very active program of state trade-mark legislation. What have 
we done about that? State trade-mark laws have a very necessary and proper 
function. They are the only laws that furnish any opportunity for registration 
for purely intrastate business, which is still a substantial part of the American 
economy. Those laws should have stability. They should have the same care and 
precision in their drafting that the federal laws have had. They should reflect the 
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needs of business, as recognized by business and expressed by business’ spokesman, 
the bar. 

Instead, what do we find? We find state legislators sprouting each biennium 
with variant proposals that have been repeatedly rejected, that threaten to embar- 
rass all intrastate business and that promise aid and comfort only to a few practi- 
tioners who are willing to exploit such gullibility as they can cultivate in this 
difficult field. 

What are we doing about it? Every two years the same campaign must be 
undertaken. Frequently a new host of legislators must be educated in rather ele- 
mentary understanding of commercial problems. Have we ever tried to satisfy 
this apparently insatiable desire to legislate about this difficult subject by working 
out a constructive program of state legislation? 

Trade-marks touch the lives of all of us. The problems that arise have an 
almost uniform impact throughout the country. The suitability of uniform legisla- 
tion is probably nowhere more easily demonstrated than it might be in this field. 
I know of no effort—though I confess no real research on the subject—to make 
this a subject for uniform state legislation. There are established facilities for an 
effort of this type. Perhaps we should use them. 

Each of us professes acquiescence in the principle that trade-marks are 
important as a device in the sale of goods, a device that facilitates the consumer’s 
exercise of that final power over the quality of a product, to accept it and ask for 
it, or to reject it and thereby condemn it. We have had something to sell. We 
cannot put it on the shelf. We cannot wrap it in a label. It is a valuable and 
important social institution. It is the American trade-mark system. We foster 
its acceptance each time a trade-mark performs its recognized function. We impair 
it each time we attempt to claim the name of trade-marks more than the trade 
devices which are performing trade-mark functions. We suffer its impairment 
by others when we tolerate misrepresentations as to the system and its functions 
and the devious efforts to complicate and embarrass the system with unnecessary 
and ill-advised legislation, whether federal or state. 

It will do us little good if we echo a hollow agreement extolling trade-marks 
and the trade-mark system and do not do everything to assure the public that a 
trade-mark is one simple thing, a means of identification of the source of the goods. 

Perhaps all we need for the trade-mark system is a good trade-mark. 
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THE LAW BEHIND THE LAWS* 
By Donald B. Douglas} 


I very much appreciate your invitation to have me talk to you this noon. As 
an executive of a company that has long believed in and participated in the work 
of The United States Trade-Mark Association, and as Chairman of the Board of 
a sister organization—Brand Names Foundation, Incorporated—the work of 
which is coordinate to and closely related with yours, I believe we have a good 
deal to talk over together. 

In discussing the subject of trade-marks, their value in our Way of Life, and 
what we must do to preserve the benefits of the trade-mark system for future 
generations, I am properly humble before this body. As an Association you have 
lived with this subject for close to three-quarters of a century. I know that you 
have helped to bring about some of the best features of the trade-mark laws which 
prevail in this country. Many of you are attorneys who have devoted your life 
work to protecting the principles of justice and equity embraced in trade-marks. 

I cannot hope to contribute many new concepts or facts to an audience thus 
qualified. But perhaps I can voice some of the things some of you have been 
thinking about, and perhaps also, I can make a contribution to a very practical 
and important subject—namely, the working relations between this organization 
and Brand Names Foundation. 

Beyond doubt, some of you have at one time or another asked the wholly valid 
question—in the light of the 7l-year career of The United States Trade-Mark 
Association, providing experience and counsel to legislators, maintaining a vigilant 
watch over court decisions affecting trade-mark equities—and in general con- 
certing the nation’s trade-mark interests—was there any need for the formation 
in 1943 of another organization, supported by many of the same people, concerning 
itself, in a broad sense, with the same general topic: 

My company certainly asked that question, as did I personally. 

It was one of your own great leaders, afterward also to become a Chairman 
of the Board of Brand Names Foundation, who first interested me in Brand Names 
Foundation. I refer to the great philosopher of trade-mark law, Mr. Edward S. 
Rogers, Chairman of the Board of Sterling Drug Inc. 

One day he said to me, “Don, our trade-marks, our brand names, are the really 
basic possessions of both our companies. Let an earthquake or fire destroy our 
plants, and money would be quickly forthcoming to rebuild them. But let any 
force destroy our trade-marks or brand names—and our companies would be 
through. These marks are the foundations of our businesses.” 

“Our rights to the protection of these marks,” he said, “are established by 





* Delivered before the 71st Annual Meeting of the United States Trade-Mark Association 
on May 24, 1949 at the Waldorf-Astoria, New York City. 

+ Vice-President, The Quaker Oats Company, and Chairman of the Board or Directors, 
Brand Names Foundation, Incorporated. 
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law, and we have a fine Association monitoring the legislative and legal aspects 
of the problem.” 

“But,” he added, “there is a law behind the law—and that is the law of public 
opinion. Laws are nothing but the recording of custom and public sentiment. 
Their maintenance on the statute books, their judicial interpretation and their 
enforcement will very quickly mirror any shift in the public’s attitude.” 

Mr. Rogers told me of the pooling of a fund by a group of trade-mark owners 
to maintain a continuous educational program reaching the general public, stress- 
ing the protective service that manufacturers’ trade-marking gives to the con- 
sumer, and the other benefits—buying efficiency, product progress and free choice— 
that the public derives from brand competition. That fund was the nucleus of 
the present Brand Names Foundation program. 

“A word,” Justice Oliver Wendell Holmes once said, “is not a crystal, trans- 
parent and unchanged; it is the skin of a living thought and may vary greatly in 
color and content according to the circumstances and the time in which it is used.” 

And so, in addition to continuing our support of the Trade-Mark Associa- 
tion, our company, like many others, represented here today, became subscribers 
to the pooled fund of Brand Names Foundation, to bolster the “law behind the 
laws,” to strive for the public’s full understanding of the daily services that trade- 
marks and advertising of brand names render in the good economic life of this 
nation. 

Now, I hold no particular brief for the idea that this educational job needs 
to be done by a separate organization. This work and your own might well 


have been coordinate parts of the same organization. But I am positive about 
one fact—the two programs are separate, distinct, non-overlapping and mutually 
beneficial. 

But it seems we no longer can rely for security solely on written laws or the 


intent of laws. 

The skills, techniques, alliances—the entire pattern of procedure necessary to 
the accomplishment of each of these coordinate purposes—are wholly differ- 
ent. Brand Names Foundation needs—and has—able writers, artists, newsmen, 
market research and merchandising students—the collection of techniques that is 
found in advertising agencies and public relations counselling firms. The job of 
the Trade-Mark Association requires a very different procedure and personnel, 
suitable for legal and legislative contact. 

We have had trade-mark laws—and good ones—for some time, largely thanks 
to your intelligent work. But it seems to me a great danger that we face today is 
that so many people in our country are not aware of what trade-marks mean to 
them. 

To you and me, a threat to trade-marks and brand names is a serious affair. 
But what about the men in the street? Never mind us! Let us ask—What does 
America stand to lose if her trade-mark laws are voided? 

Beyond any doubt American’s strength and wonderful prosperity stem directly 
from her incentive system. And trade-marks are the foundation of this incentive 


system. 
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Is there anything more precious we can hand on to the coming generation 
than the system which produced our progress and our wealth? 

Our American incentive system is producing miracles. Just stop in to see 
some of the new television sets or study some of the new features of the coming 
automobiles, or go to the next housing exhibit. There you will see, the way I did, 
how completely out of date and old fashioned our present houses are. Just think 
of what has happened in the past ten years, and then that the next three years will 
probably bring us even greater advancement than the last decade. That is more 
than I can say of our British cousins’ system and their outlook from the glimpse 
I had of it six weeks ago. London is a dull place. 

Scientifically, these wonderful things are waiting for us. 

A friend of mine, Sterling Morton, recently told me about his last visit to 
Russia. Being assigned a guide, the guide asked him—‘“Mr. Morton, what busi- 
ness are you in?” “I am a manufacturer,” Sterling replied. “Oh, an exploiter of 
labor,” the Russian said. “I'll tell you just how much of an exploiter of labor 
I am.” “My friend,” he said, “the last thing I did at my office was buy several 
more acres by the plant so our workmen could have a place to park their cars.” 
At that the guide laughed uproariously and said—‘“Oh. Mr. Morton, you are 
too naive. We are told at Guides’ School every American is trying to put over 
that propaganda, but we know different. We know the American workmen do 
not have any cars. You can’t fool me.” 

Yes, our standard of living, our culture is incredibly high to other nations, par- 
ticularly to those without our incentive system. 

Most of you in this room will probably live to see atomically powered ships 
and aircraft that will broaden and enrich your life. You will probably see cheaper 
and better textiles than your wife ever dreamed of. Your grandchildren may one 
day smile as tolerantly at the sight of an exposed radiator as do you and I at 
the sight of a horse cab in Central Park. 

Doctor Waksman of Streptomycin and Auromycin fame said that we were 
only scratching the surface of this new field. When the incentive is there to find 
new and better products and the money is available, better products will be found. 
When the incentive or the profits are taken away, there is only one way to go and 
that is regress. 

To want to make something better than the other fellow makes it—to make 
it better than it has ever been made before—that is the foundation of all progress. 
It is probably the most valuable urge that you can have and has been so recog- 
nized by thinking men for generations. The desire to protect this incentive to 
do well is the basis for our patent laws and reason enough for our trade-mark 
system. Moreover, there is the other side—the protection it affords the buyer. 

Ancient Egypt had a law requiring that all clay bricks be signed—given a trade- 
mark as a guarantee of quality. 

The Sterling mark on silver was put there for the protection of the buyer, a 
protection for the average citizen against common fraud as well as against the 
greedy schemes of his own rulers. 

And so it has been for over 3,000 years in every civilized country. The trade- 
mark was required as a protection to the common man. Trade-marks are just 
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as valuable to him as to the skillful craftsman who desires to profit by the good 
reputation he acquires when he delivers a little different—a little better quality. 
The American public is certainly entitled to this same protection. 

Certainly you would rather have General Motors, Ford or Chrysler stand behind 
your investment in an automobile than just the neighborhood garage. 

Strange to say this wonderful trade-mark and brand names system is under 
attack. We have by no means seen the last of government grade labelling. Read 
the C. I. O. literature! Does the woman who lives next door fall for the Con- 
sumer’s Union propaganda? It will pay us to keep an eye on their activities. 

One of the first aims of Karl Marx was the abolition of what he called “bour- 
geois conditions of production, free trade, free selling and free buying.” 

Who is going to finance the medical research that the great private chemical 
companies have done so long and so well when they lose their-trade-marks, their 
incentive and their profits? The universities cannot do it all. Besides university 
type of research and commercial research complements each other. Both are 
necessary to perfect the final product. No government is going to do the job. 
Government employment gives security to people—not stimulation, not incentive. 

I think we all agree the trade-mark—brand names system is a good thing. 
What we must do is to get busy—talk to people. 

A lot of the trouble management is having with union labor today could have 
been corrected if they had gotten busy early enough. We did not take the time 
and trouble to tell our story when we could and should. Most people are reason- 
able and decent. After all, that fact is the only thing that keeps the world going 
and progressing. 

Let me ask one simple question. Why is it that the American workman is 
more apt to regard the machine he operates as a competitor than his greatest 
asset as it actually is? The U. S. Auto Industry pays the highest wages in the 
world and yet sells cars cheaper than any other country. This is because the 
American automobile industry has eight thousand dollars per worker invested in 
plants and tools. But most workmen—and that means most voters—still regard 
every new machine with intense suspicion if not active hostility. The truth is 
a lot of us have been too busy with our own affairs to explain these simple facts 
to our own people. 

And what about profits? Mostly we avoid the subject? Is it too much to 
expect workmen to understand that tools have to be bought out of profits? With 
all the facts and all the truths on our side, can we not persuade union leadership 
that it should see to it that companies make adequate profits so as to buy the best 
of tools in order to increase productivity and the earning power of their members— 
the workmen ? 

If American business is in the doghouse today it is because it has not done 
a good job of telling people about itself. 

The work of our two organizations splendidly complement one another. 
You of The United States Trade-Mark Association campaign vigorously to pre- 
vent the adoption of compulsory State trade-mark legislation that would jeopardize 
common law rights—you present to Congress in powerful and convincing fashion 
your views on National legislation affecting trade-marks, and you publish a great 
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periodical known as “The Trade-Mark Reporter,” containing authoritative con- 
tributions from nationally recognized leaders in the laws governing trade-marks 
and unfair competition. 

Brand Names Foundation through radio, newspapers, the motion pictures, 
our great national magazines and especially through Transit Ads—the cards you 
see in street cars and the subway—as well as through the schools—is carrying on 
a grass roots campaign to tell people why they benefit by our American Brand 
Names System. 

Brand Names Foundation only creates and distributes information. The vast 
amount of space has all been donated. We buy no space. That is why we can 
figure on multiplying our dollar budget by 30 to 1 when we try to measure our 
effective expenditures. 

Our bill in 1948 for the amount of time, space and visibility would have been 
ten million dollars had we purchased space. We actually spent $270,000. One 
hundred and twenty magazines of over 65,000,000 circulation donated $200,000 
worth of space. 

Was it worth the cost of preparing copy for the million column inches of space 
the newspapers gave us in 1948? 

Was it worth the cost of writing to get $6,000,000 worth of radio time? 

Was it worth printing 41,000 car cards so we could make use of the million 
dollars worth of space so graciously given us? 

Of course it was. And that is only part of what Brand Names Foundation 
did to create a friendly atmosphere to trade-marks—to educate public opinion— 
to understand our brand names system. 

We believe our efforts in combating grade labelling and developing a growing 
and continuing respect for the assured quality of goods sold under Brand Names 
are meeting marked success. But vigilance must never be relaxed by The United 
States Trade-Mark Association or by Brand Names Foundation for ever alert are 
those who would seize any opportunity to undermine American business by destroy- 
ing Brand Names—American business’ indicia of good-will and public confidence. 

Way back in 1915 I belonged to a militia outfit in Chicago, Battery C—sort 
of like your Squadron A here in New York. Once a week we went through can- 
noneer drill and tumbled on and off horses in a tan bark ring. Noble Judah, one 
of my best friends, was captain and he was really everyone’s best friend. I was 
private, Ist class. 

One fine day in May they packed us off to Texas to see if they could whip 
our crowd into something like a soldierly outfit. It was quite an experience for 
our businessmen soldiers. But we learned to fire a barrage and generally hold 
up our end. 

When we got back to Chicago a man said to our captain—“Noble, I hear the 
battery did well, but they were not well disciplined.” ‘“‘That’s libel,” said our 
captain. “We had the best disciplined outfit on the border—They’ll do anything 





you ask—wonderful men—the only thing is you have got to tell them why!” 

We used to laugh uproariously over the remark. But—isn’t that the best way 
with as intelligent and eager a nation as we have? Tell them why? That is just 
what we have not been doing and now we are paying the penalty. 
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Most Americans are cheerful, honest, fair-minded, courageous and very intelli- 
gent. And I think they are entitled to be told the “why” of things. When you 
have power behind our trade-mark laws and the power of educated opinion our 


position is impregnable. 


TRADE SLOGANS 


We publish below trade slogans received and entered on the records of the 
Association as evidence of the owner’s claim thereto: 


“The World’s Most Comfortable Footwear” Lumbard-Watson Co. 
“Your Paper Hanger Knows Best and the Best is Bon-Ton” 
Harry Gross, Nathan K. Gross, and Jacob K. Gross, 


trading as Bon-Ton Wall Paper Co. 
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FAWCETT PUBLICATIONS, INC. v. BRONZE PUBLICATIONS, INC.,, 
ET AL. 


No. 12478—C. A. 5—April 12, 1949 


TRADE-MARKS—WoOrps INCAPABLE OF EXCLUSIVE APPROPRIATION—DESCRIPTIVENESS 
The word “Confessions” held a merely descriptive or generic term. 
On the facts of record, the word “Confessions” held not to have acquired a secondary 
meaning identifying only plaintiff’s publication True Confessions. 
TRADE-MARK INFRINGEMENT AND UNFAIR COMPETITION—LACK OF CONFUSING SIMILARITY— 
PARTICULAR INSTANCES 
Bronze Confessions held not confusingly similar to True Confessions, where used 
on magazines dissimilar in appearance and text and devoted respectively to a magazine in- 
tended to appeal to the Negro race and one designed to appeal principally to white readers. 
TRADE-MARK INFRINGEMENT AND UNFAIR COMPETITION—BASIS OF RELIEF—GENERAL 
In order to warrant injunctive relief, where no exclusive right to the use of a trade- 
mark exists, some fraud or deceptive use of a similar mark by another must be intended. 


Appeal from Southern District of Florida. 

Trade-mark infringement and unfair competition suit by Fawcett Publications, 
Inc. against Bronze Publications, Inc., and Sam B. Solomon. Plaintiff appeals from 
dismissal of complaint. Affirmed. 


W. O. Mehrtens, of Miami, Fla., for appellant. 
No appearance for appellees. 


Before S1sLEy, McCorp and WALLER, Circuit Judges. 
McCorp, C. J.: 


This suit was brought by Fawcett Publications, Inc., a Delaware corporation, 
against Bronze Publications, Inc., a Florida corporation, and Sam B. Solomon, 
defendants, for unfair competition and alleged infringement of a registered trade- 
mark belonging to plaintiff, known as “True Confessions.” 

The complaint alleges that plaintiff and its founder and predecessor have con- 
tinuously, since the year 1922, been engaged in publishing, distributing and selling 
magazines, one of plaintiff's most popular publications being a monthly magazine 
called True Confessions; that since it was incorporated in 1924 plaintiff has been 
the owner of the trade-mark, “True Confessions,” and has used same to designate 
its monthly publication almost continuously since that time; that through industry 
and the expenditure of large sums of money in advertising, plaintiff has built up 
a valuable and successful publishing business and created much good will; that one of 
its most valued assets is its True Confessions magazine, which has through many 
years received a wide publication and enjoyed a constantly increasing circulation 
throughout the United States and foreign countries; that one of the principal 
channels for the distribution and sale of this magazine is through news dealers 
and their newsstands throughout this country and elsewhere, and that this maga- 
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zine and other publications are displayed and sold from these newsstands and racks 
by news dealers who make them available to public view and inspection. It is 
then alleged that the word “Confessions” has been so prominently displayed as the 
dominant feature of the title and trade-mark of plaintiff’s magazine that it has come 
to be recognized by the trade and public through many years as identifying the 
origin and genuineness of plaintiff’s publication, True Confessions; that defend- 
ants, with intent to benefit from the reputation and good-will rightfully accruing 
to plaintiff’s magazine, and to profit unfairly by appropriating plaintiff’s name and 
trade-mark to their own use and thereby divert a part of the demand for plaintiff's 
magazine to their publication, are publishing a similar magazine entitled Bronze 
Confessions, whereon the word “Confessions” is prominently featured on the front 
cover and the contents page, and wherein defendants have imitated plaintiff’s publi- 
cation, to its damage. Plaintiff prays for an injunction against the further publi- 
cation and sale of defendants’ magazine, and against the alleged infringement of 
its trade-mark and unfair competition resulting from the use of the word, “Con- 
fessions,” as exhibited and printed thereon. 

Defendants, in substance, answered that (1) the word “Confessions” is a mere 
descriptive word, and plaintiff could acquire no exclusive right to its use as a trade- 
mark; (2) there could be no infringement or unfair competition because of the 
use of the name “Bronze,” as opposed to “True,” in connection with the word 
“Confessions,” and that the general appearance and text of the two magazines, as 
well as the type of illustrations and stories contained therein, were so different as 
to render them clearly distinguishable from each other, and to make any deception 
or confusion of the public from the sale of both magazines, practically impossible ; 
(3) defendants’ magazine, Bronze Confessions, is designed and published principally 
to appeal to negro buyers, as negro writers, subjects and illustrations are used ex- 
clusively therein, whereas plaintiff’s publication is designed and published princi- 
pally to appeal to white people; and (4) that trade-mark registrations had been 
issued for several magazines other than defendants’ publication, in which the word 
“Confessions” was contained in the title of each, and that the United States Patent 
Office had granted no exclusive use of the word “Confessions” to the plaintiff 
or anyone else. 

Upon the filing of the answer, plaintiff moved for a summary judgment under 
Rule 56, Federal Rules of Civil Procedure, which motion was denied by the trial 
court. Plaintiff thereafter declined to amend its complaint with leave of the court, 
whereupon judgment was entered dismissing the suit for failure to state a claim 
upon which relief could be granted. 

We are of opinion the trial court properly held that the word “Confessions” is a 
mere descriptive or generic term, and that plaintiff’s trade-mark, “True Confessions,” 
did not contemplate or grant any exclusive right to the use of its component word, 
“Confessions,” there being no deception or fraud of the public shown. 15 U. S.C. A. 
Sec. 1052, et seq.; Wilhartz v. Turco Products, Inc., 164 F. 2d 731 [38 T. M. R. 
195]; Pulitzer Publishing Co. v. Houston Printing Co., 11 F. 2d 834; McGraw- 
Hill Publishing Co., Inc. v. American Aviation Associates, Inc., 117 F. 2d 293 
[30 T. M. R. 113]; Dry Ice Corp. of America v. Louisiana Dry Ice Corp., 54 
F. 2d 882 [22 T. M. R. 91]. 
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A careful comparison of the two publications which are before us as exhibits 
in this case logically impels the conclusion that neither magazine could reasonably 
be confused with nor mistaken for the other, any more than the magazine Negro 
Digest, could be accepted for Reader’s Digest. The publication, Bronze Confes- 
sions, purports on its cover to contain “True Stories of Negro Love and Romance,” 
and both the illustrations and stories therein appear to be drawn and written to 
appeal to the Negro race. It is practically impossible to conceive how regular 
buyers or subscribers to the magazine, True Confessions, which is manifestly de- 
signed to appeal principally to white readers, could be deceived or misled into 
purchasing the defendants’ magazine Bronze Confessions, while under the impres- 
sion they were buying the magazine published by plaintiff. Nor does it appear 
probable or likely that the public could ever be so deceived, so long as the two 
publications remain so dissimilar in general cover appearance and text. It is 
well settled that where, as here, no exclusive right to the use of a trade-mark 
exists, some fraud or deception in the use of a similar mark by another must 
be intended, in order to warrant injunctive relief. Kellogg Co. v. National 
Biscuit Co., 305 U. S. 111 [28 T. M. R. 569]; Fawcett Publications, Inc. 
v. Popular Mechanics Co., 80 F. 2d 194 [25 T. M. R. 579]; Pure Oil Co. v. 
The Pep Boys—Manny, Moe & Jack, 128 F. 2d 34; Fidelity Bond & Mortgage 
Co. v. Fidelity Bond & Mortgage Co. of Texas, 37 F. 2d 99. 

The complaint here, even when considered in the light of the exhibits and 
affidavit introduced in support there of, further fails to establish any right to relief 
on the alternative ground of unfair competition. The magazine published by 
defendants does not presume any connection whatever with that of plaintiff, and 
it is not shown that defendants have actually sold or threatened the sale of 
their magazine in such manner as to constitute an unfair competitive practice. 
Beneficial Industrial Loan Corp. v. L. G. Allenstein, C. A. 5, decided March 
8, 1949, — F. 2d —; Cf. Fawcett Publications, Inc., v. Popular Mechanics 
Co., 80 F. 2d 194 [25 T. M. R. 579]. Moreover, it is not shown that the 
word “Confessions,” has acquired a secondary meaning which could reasonably 
be regarded as identifying only plaintiff's publication, True Confessions. To the 
contrary, it appears that plaintiff has itself obtained trade-mark registrations for 
at least three other erstwhile proposed publications, with the word “Confessions” 
appearing in the title of each. This fact, even though the magazines were never 
published, at least evidences an intention on the part of both plaintiff and the Patent 
Office not to restrict the use of the word solely to the plaintiff’s initial Confessions 
magazine. It further appears that other magazines bearing the disputed word in 
their title have been published and attained some degree of circulation through the 
years, although, largely through plaintiff's efforts, most of them have enjoyed no 
sustained existence. We conclude that the plaintiff’s magazine has not acquired 
any such secondary significance as would entitle it to monopolize the exclusive use 
of the word “Confessions” as a part of its title. Beneficial Industrial Loan Corp. 
v. L. G. Allenstein, C. A. 5, decided March 8, 1949, — F. 2d —; McGraw-Hill 
Publishing Co. v. American Aviation Associates, Inc., 117 F. 2d 293 [30 T. M. R. 
113}. 
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We consider the cases of Crime Confessions, Inc. v. Fawcett Publications, Inc., 
139 F. 2d 499, and particularly Fawcett Publications v. Popular Mechanics Co., 
80 F. 2d 194 [25 T. M. R. 579], as readily distinguishable under their own facts, 
and the principles therein enunciated are not in conflict with our decision, or con- 
trolling in favor of appellant here. 

We find no reversible error in the record, and the judgment is accordingly 
affirmed. 


On petition for rehearing, PER CuRIAM: 

Appellant now complains that this court erred in its original opinion in con- 
cluding that it had itself obtained trade-mark registrations for at least three other 
proposed publications, with the word ‘‘Confessions” appearing in the title of each. 
We have accordingly re-examined the record, and find that two of the other Con- 
fessions magazines have been registered and published in years past by a com- 
petitor of appellant, McFadden Publications, and that the third, Mystic Confessions, 
was registered and published by a wholly owned subsidiary of appellant during the 
year 1938. We, therefore, adhere to our original opinion, as it sufficiently appears 
from the pleadings and exhibits in the case that the word, “Confessions,” is merely 
descriptive of a class of popular monthly publications, and has acquired no secondary 
meaning as identifying only plaintiff’s publication, True Confessions. Cf. Crime 
Confessions, Inc. v. Fawcett Publications, Inc., 139 F. 2d 499. The petition for 
rehearing is denied. 


AUTOGROOM COMPANY, INC. v. BOYLE-MIDWAY, INC. 
No. 5574—C. C. P. A-—April 12, 1949 


TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
Composite mark consisting of shield divided into two horizontal panels bearing the word 
“Auto” in the upper panel and the term ‘“Aero-Groom” in the lower panel, the words “Auto” 
and “Aero” being disclaimed, held confusingly similar to “Aerowax,” used on similar goods, 
under 1905 Act. 


Appeal from Commissioner of Patents. 
Trade-mark opposition by Boyle-Midway, Inc. against Autogroom Company, 
Inc. Applicant appeals from decision sustaining notice of opposition. Affirmed. 


Raymond J. Mawhinney for appellant. 
Thomas L. Mead, Jr. (Louis H. Baer of counsel) for the appellee. 


Before Garrett, Chief Judge, and HATFIELD, Jackson, O’CoNNELL, and JoHN- 
son, Associate Judges. 


JACKSON, J.: 


This is an appeal from a decision of the Commissioner of Patents, 74 U. S. P. Q. 
213, affirming that of the examiner, in a trade-mark opposition proceeding, wherein 
appellant sought to register a trade-mark which consists of the depiction of a shield 
divided into two horizontal panels of contrasting colors in the upper panel appears 
the word “Auto,” while in the lower panel there appears the expression “Aero- 





; 


e at Sagan sit oe haben . 








39 T. M.R. AUTOGROOM CO. v. BOYLE-MIDWAY 405 





Groom.” The words “Auto” and “Aero” were disclaimed apart from the mark, 
and the goods to which the trade-mark is applied is a preparation for shining 
finished surfaces. 

The appellee—owner of two registered marks, one “Autobrite,’ as applied to 
automobile polish, and “Aerowax,” as applied to wax polish—filed its opposition 
to the granting of registration of appellant’s mark. 

It appears that the goods of the parties possess identical descriptive properties, 
and that the use by appellee of its marks is earlier than any date of which appel- 
lant may avail itself. 

The notice of opposition relates to the confusion-in-trade clause of Section 5 of 
the Trade-Mark Act of February 20, 1905, as a statutory ground for denying the 
right of registration claimed by appellant. 

In the ex parte prosecution of its case, appellant was required to disclaim the 
terms “Auto” and “Aero,” as being descriptive of the goods to which the mark was 
applied. The Examiner of Interferences in this proceeding stated that such require- 
ment did not necessarily demand that the term should not be given substantial weight 
in comparing the marks in issue, citing National NuGrape Company v. Judge & 
Dolph, Ltd., 33 C. C. P. A. (Patents) 1032, 154 F. 2d 521, 69 U. S. P. Q. 388, 
and J. Greenebaum Tanning Co. v. Respro, Inc., 25 C. C. P. A. (Patents) 899, 
94 F. 2d 818, 36 U. S. P. Q. 507. 

The examiner held that appellee’s mark, “Aerowax,” was more pertinent to 
the issue than its mark, “Autobrite,’ and set out the dictionary definition of the 
expression “aero,” which is common to both marks as “pertaining to or concerned 
with aeronautics or airplanes.” The examiner thought, and properly so we think, 
that the literal meaning of the expression “aero” was scarcely sufficient to explain 
its selection in the marks of either party. In this connection he said as follows: 


.... The products of both as described in the application and registration and as indi- 
cated in specimen labels of record are polishing materials of general utility. The direc- 
tions for the use printed on applicant’s label refer only to furniture and painted surfaces. 
The opposer’s label similarly indicates that its “Aerowax” polish is designed for general 
household purposes and the like. The relationship between the actual trade appeal of 
these goods and the dictionary meaning of “aero” hence is deemed to be remote at best; 
and it consequently is believed that purchasers would rely to a considerable degree on 
this feature of the marks in identifying the goods as to source. 


Holding that in his opinion the marks, “Aero-Groom” and “Aerowax,” are so 
nearly alike as to be reasonably calculated to cause confusion in trade, the examiner 
sustained the notice of opposition. 

In his decision, the Commissioner of Patents noted that the Examiner of Inter- 
ferences did not consider the “Autobrite” mark of appellee, but he sustained the hold- 
ing of the examiner. 

The commissioner commented upon disclaimer by the appellant of the words 
“auto” and “aero,” and in that connection stated that, if the expression “aero” is 
descriptive, the appellee’s registration of ““Aerowax” is invalid, and appellant’s mark, 
therefore, is not registrable for the reason that the “groom” portion is just as 
descriptive as the “wax” portion in opposer’s mark. The commisssioner held that 
the expression “aero” is not descriptive or suggestive of the goods of either party. 
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With that holding we agree. He was of the opinion that such expression is the 
dominant feature of both marks, for the reason that it is the only word occurring 
in either which could be properly considered as capable of trade-mark significance. 
He further stated that “the question is not free from doubt, and it is well established 
that doubts must be resolved in favor of the prior user.” 

Counsel for appellant correctly alleges in his brief that its mark is not merely 
“Aero-Groom.” However, it seems to us that the mind of the purchasing public 
would not be concerned with the name of appellant’s goods as “Auto” and “Aero- 
Groom.” It is more reasonable to suppose that, in accordance with the usual 
shortened manner of speech in this country, the goods of the parties would be called 
for the purchasers as “Aero-Groom” and “Aerowax.” 

It does not seem to us to be material what may have been done by the Primary 
Examiner in the ex parte prosecution of appellant’s application during which he 
required a disclaimer of the words “auto” and “aero.” 

The tribunals of the Patent Office and this court are not concerned with the 
disclaimer with respect to the word “auto,” and we see no reason why appellant 
should be concerned in that respect for the reason that it appears to be the owner 
of a registered mark, “Autogroom.” 

Both of the expressions, “Aero-Groom” and “Aerowax,” are marks composed of 
dictionary terms of the English language. We do not think it is of substantial moment 
that the “aero” expression in appellant’s mark is hyphenated with the word “groom’’ 
and that no hyphen appears in the mark of appellee between “aero” and “wax.” 
Those two terms, as applied to goods of the respective parties which possess the 


same descriptive properties, are in our opinion likely to cause confusion as to 
origin in the mind of the public. 

We have considered with care all of the contentions made by counsel for appel- 
lant, but in view of what has been said, we deem it unnecessary to further prolong 
this opinion. 

The decision of the commissioner is affirmed. 


OAKITE PRODUCTS, INC. v. THE GLOBE CHEMICAL COMPANY 
No. 5568—C. C. P. A.—April 12, 1949 


TRADE-MARKS—Worps CAPABLE OF EXCLUSIVE APPROPRIATION—PARTICULAR INSTANCES 
“Oakite” held an arbitrary term not suggesting any quality of appellant’s goods or any 
result to be attained from its use. 
“Globrite” held suggestive of quality and result; and its meaning not likely to be mis- 
understood. 
TRADE-MAaRKS—MarkKs Not CONFUSINGLY SIMILAR—PARTICULAR INSTANCES 
“Globrite” held not confusingly similar to “Oakite,” used on similar goods, under 1905 
Act. 


Appeal from Commissioner of Patents. 
Trade-mark opposition by Oakite Products, Inc. against The Globe Chemical 
Company. Opposer appeals from dismissal of notice of opposition. Affirmed. 
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Klein, Alexander & Cooper (Horst von Maltitz of counsel) for appellant. 
Murray, Sackhoff & Paddack (Walter S. Murray of counsel) for appellee. 


Before GarrETT, Chief Judge, and HATFIELD, JAcKson, O'CONNELL, and JOHN- 
son, Associate Judges. 


JoHNSON, J.: 


This is an appeal from the decision of the Commissioner of Patents affirming 
the decision of the Examiner of Interferences dismissing appellant’s notice of op- 
position to appellee’s application for registration of the notation “Globrite” as 
applied to a powdered cleaning compound, and holding that appellee was entitled 
to register the mark under Section 5 of the Trade-Mark Act of February 20, 1905. 

It is alleged in appellee’s application for registration that appellee has used its 
mark on its goods since June 16, 1944. 

In its notice of opposition, appellant alleges that it is the owner of the trade- 
mark registration No. 330,255 of November 26, 1935, and of the prior registrations 
therein referred to, including registration No. 80,287 of November 29, 1910, renewed 
(both being for the mark “Oakite”) ; that it has used its mark on its goods ever 
since about February 2, 1909, and that it would be damaged by the registration of 
the mark “Globrite” to appellee; that the mark sought to be registered so nearly 
resembles opposer’s trade-mark “Oakite” as to be likely to cause confusion or 
mistake in the mind of the public or to deceive purchasers; that the powdered 
cleaning compound for which appellee seeks to register the mark “Globrite” and 
the compounds sold by appellant under its trade-mark “Odakite” constitute mer- 
chandise of the same descriptive properties, and are sold in direct competition 
with each other for identical purposes; that many persons would fail to notice the 
slight difference between the marks “Globrite” and “Oakite” and would thus be likely 
to buy applicant’s powdered cleaning compound as and for a cleaning compound 
placed on the market by appellant, and that this would result in loss of sales to 
appellant; and, that any fault or defect found in appellee’s “Globrite” powdered 
cleaning compound would seriously injure the reputation which appellant has estab- 
lished. 

The case was submitted on a stipulation of facts and stipulated testimony of 
H. Liggett Gray, vice-president of appellant corporation. 

Both parties filed briefs and were represented by counsel at the hearings. 

In his decision, the examixer held that the opposer is the prior user, the goods 
are of the same descriptive properties, and that confusion is not likely to arise 
by reason of the use of the mark “Globrite” on the goods in question; 
and he dismissed the notice of opposition and held that appellee is entitled to the 
registration for which it has made application. 

The commissioner sustained the decision of the examiner. 

The stipulated facts show that appellee has used the mark “Globrite” on its 
goods since 1944, and that appellant has used its trade-mark “Oakite” on its goods 
since 1909; that appellant’s sales of “Oakite” products have amounted to the total 
wholesale value of approximately $67,000,000; that appellant has spent approxi- 
mately $7,000,000 for advertising its “Oakite” products; that appellant has fre- 
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quently been involved in litigation before the Patent Office tribunals and the courts, 
and has usually succeeded in its efforts to enjoin infringements and to prevent or 
cancel the registration of marks which it opposed; and, that appellee, under its mark 
“Globrite” has sold goods of the wholesale value of $15,000 and has spent for 
advertising approximately $1,100. 

Appellant in its brief says, “The only real issue, under the circumstances, is 
the question whether the simultaneous use of the trade-marks ‘Oakite’ and ‘Glo- 
brite,’ as applied to competing cleaning compounds, is likely to lead to confusion 
in trade.” Appellant contends that “the similarity between these two marks is 
striking, particularly in sound,” and in its brief says, “The question of similarity 
between appellant’s ‘Oakite’ mark to marks of other parties has twice before been 
considered by this Court” and cites The Buckeye Soda Company v. Oakite Products, 
Inc., 19 C. C. P. A. (Patents) 1034, 56 F. 2d 462, 12 U.S. P. Q. 482, and Oakite 
Products, Inc. v. H. Kirk White & Co., 27 C. C. P. A. (Patents) 712, 107 F. 2d 
590, 43 U. S. P. Q. 409. 

In the case of The Buckeye Soda Company v. Oakite Products, Inc., supra, 
the court held that the mark ‘“Novite’” was confusingly similar to the trade- 
mark “Oakite.” In the case of Oakite Products, Inc. v. H. Kirk White & Co., 
supra, the court held that there was no likelihcod of confusion between the trade- 
mark “Oakite” and the trade-mark “So-White.” The court there said, 


In the instant case we see practically no physical resemblance between the contesting 
marks, each considered as a whole, nor is there any resemblance in the per se meaning 
of the terms. “Oakite” appears to be a purely arbitrary term. It is not suggestive of 
any quality of appellant’s hand cleaner nor of any result obtained from its use. “So- 
White” may be somewhat suggestive of quality or result, but, as was said below in 
substance, it consists of a combination of two ordinary English words and its meaning 
is hardly capable of being misunderstood. 


The commissioner considered the Oakite Products, Inc. v. H. Kirk White & 
Co. case, supra, as controlling in the instant case, and in his decision said: 


So here, applicant’s mark is made up of “two ordinary English words.” For in rela- 
tion to a cleaning preparation “Globrite” obviously is a contraction of the words “glow 
bright,” and I think that is the significance it would convey to the public. In their brief 
on appeal, as before the Examiner of Interferences, applicant’s counsel have suggested that 
to purchasers who are familiar with applicant’s name it might also mean “globe right.” 
But the suggestion is farfetched, and the opinion of counsel is gratuitous. 


’ 


and “Globrite,” 


We see practically no physical resemblance between “Oakite’ 
each considered as a whole, and there is no resemblance in the per se meaning of 
the terms. “Oakite” seems to be an arbitrary term. It does not suggest any quality 
of appellant’s goods or any result to be attained from its use. “Globrite’’ seems 
to be suggestive of quality and result, and as the commissioner said in his decision, 
“applicant’s mark is made up of ‘two ordinary English words’ . . . . ‘Globrite’ 


” 


obviously is a contraction of the words ‘glow bright,’ ... .” and its meaning is 
not likely to be misunderstood. 

This court has taken note of phonetic spelling in many cases where it appeared 
that the conflicting words might be confused in pronunciation, but we see no reason 
for believing that confusion might be expected in the instant case. 


For the reasons stated, the decision of the Commissioner of Patents is affirmed. 
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BORDO PRODUCTS COMPANY v. B. A. RAILTON COMPANY 
No. 5563—C. C. P. A.—April 12, 1949 


TRADE-MARKS—CONFUSING SIMILARITY—GENERAL 
In determining confusing similarity the question is whether or not the marks involved, when 
considered as a whole, so nearly resemble one another in sound, meaning and appearance 
as to be likely to cause confusion or mistake in the mind of the public or to deceive pur- 
chasers as to the origin of the goods when the two marks are concurrently used. 
Similarity of sound alone held sufficient to constitute confusing similarity, under 1905 
Act, where the marks are applied to goods of the same descriptive properties. 
The citation of cases involving other marks has little value in an opposition proceeding 
for the reason that each case must rest upon its own facts. 
TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Bordo” held confusingly similar to “Barco,” used on similar goods, under 1905 Act. 
OpposITIONS—PROOF OF UsE—GENERAL 
Upon the facts and registrations of record, opposer held to have established use and 
priority of use of “Barco.” 
Court does not pass upon question whether the expiration and non-renewal of a registra- 
tion eliminates it as corroborative proof of continuous use from its filing date during its term. 
OPpposITIONS—DEFENSES—LACHES, ACQUIESCENCE AND ESTOPPEL 
Answer did not allege that appellee’s action was barred under 1946 Act by equitable 
defenses and upon the facts of record held that opposer was not barred by laches, acquiescence 
and estoppel. 


Appeal from Commissioner of Patents. 

Trade-mark opposition by B. A. Railton Company against Bordo Products 
Company. Applicant appeals from Commissioner’s decision sustaining notice of 
opposition. Affirmed. 


Semmes, Keegin, Robinson & Semmes (Harry H. Semmes and Lee M. Robinson 
of counsel) for appellant. 
A. Arnold Brand for appellee. 


Before Garrett, Chief Judge, and HaTrieELp, JACKSON, O'CONNELL, and Joun- 
son, Associate Judges. 


O’CONNELL, J.: 


This is an appeal in a trade-mark opposition proceeding from the decision of 
the Commissioner of Patents, 73 U. S. P. Q. 417, reversing the decision of the 
Examiner of Interferences dismissing appellee’s notice of opposition to the registra- 
tion of the term “Bordo” as a trade-mark for use on canned citrus products for 
food purposes, namely, grapefruit segments and broken segments, grapefruit and 
orange juices, blended juices and marmalade, jellies and packaged dates. 

Appellee’s opposition was based upon the alleged ownership of its trade-mark 
“Barco” which has been registered numerous times and in various forms for use 
in connection with the sale, in general, of the kind of groceries listed by appellant 
in its application for registration. 

The earliest registration of the mark upon which appellee relies was issued April 
16, 1918, upon an application filed March 14, 1916. That mark was applied to 
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“prepared mustard, India relish, salad dressing, chili sauce, cane and maple syrup,” 
and, as described by the Examiner of Interferences, the registration discloses : 


. a mark consisting of the letters “BAR” within concentric circles having a bar or 


“nw 


line bisecting the whole and having very small letters “c” and “o” inscribed between the 
lees Gf the “A” ...> 


The mark “Bordo” was adopted by appellant either because some of the products 
which the firm sold came from the city of Bordeaux, France, or because that city 
was the former residence of a person associated with appellant. “Barco” is derived 
from the initials of the name B. A. Railton plus the abbreviation Co. When thus 
combined, appellee’s mark is pronounced “Barco.” 

The volume of sales in dollars for the products sold under appellee’s trade- 
mark “Barco” since 1916 amounted to more than $100,000,000 and the amount 
expended for advertising the goods sold under that mark was more than $100,000. 
The volume of sales in dollars for the products sold under the trade-mark “Bordo” 
had substantially increased since 1924 and likewise increased sums of money were 
spent by appellant in advertising its trade-mark and the goods sold thereunder. 

Appellee’s notice of opposition was filed pursuant to Section 6 of the Trade- 
Mark Act of February 20, 1905, and involves the confusion in trade clause of Sec- 
tion 5 of that act. 

The principal questions at issue are whether “Bordo” and “Barco” are con- 
fusingly similar; whether appellant has proved a date of first use of any of appel- 
lee’s trade-marks; and whether the conduct of appellee was such as to constitute 
an equitable defense in behalf of appellant in view of Sections 19 and 47 of the 
Trade-Mark Act of 1946. 

There are certain specific differences in the goods upon which the marks of 
the respective parties are used. Nevertheless, there can be no dispute that the goods 
are clearly of the same descriptive properties. Therefore, the primary question 
to be determined is whether the involved marks when considered as a whole so 
nearly resemble one another in sound, meaning, and appearance as to be likely 
to cause confusion or mistake in the mind of the public or to deceive purchasers 
as to the origin of the goods when the two marks are concurrently used in the 
sale of the goods by the respective parties. Rice-Stix Dry Goods Company v. 
Industrial Undergarment Corporation, 33 C. C. P. A. (Patents) 813, 152 F. 2d 
1011, 68 U. S. P. Q. 186. 

The two marks here involved consist of two five-letter words wherein the first, 
third, and fifth letters of each word are the same, and both marks consist of words 
of two syllables which are pronounced with the accent on the first syllable of each 
word. The two marks differ from each other in significance and somewhat in 
appearance from the mark of appellee’s original registration but the two expres- 
sions “Bordo” and “Barco” when pronounced are, beyond any reasonable doubt, 
confusingly similar. 

Similarity of sound is of itself sufficient to constitute confusing similarity of 
marks under the law when the marks are applied to merchandise of the same 
descriptive properties. See Marion Lambert, Inc. v. O’Connor, 24 C. C. P. A. 
(Patents) 781, 86 F. 2d 980, 32 U. S. P. Q. 41; Traders Oil Mill Company v. 








itl. st aaa. 
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Lever Brothers Company, 26 C. C. P. A. (Patents) 899, 100 F. 2d 249, 40 U. S. 
P. Q. 470; Skol Company, Inc. v. Olson, 33 C. C. P. A. (Patents) 715, 151 F. 
2d 200, 67 U. S. P. Q. 96. 

Appellant concedes priority of use of appellee’s trade-mark “Barco” as original- 
ly used by appellee in medallion form and renewed in registration No. 121,208. 
Appellant contends, however, that “Bordo” is not confusingly similar to appellant’s 
mark in the medallion form. The examiner in sustaining appellant’s contention 
in that respect pointed out that the letters “c” and “o” in the original registration 
of appellee’s mark as printed “are very insignificant and in fact are almost illegible,” 
and that therefore such registration did not establish priority of use with respect 
to the notation “Barco” written out in substantially the same size letters, as in 
certain subsequent registrations such as registration No. 162,870. 

The commissioner, however, in reversing the examiner correctly pointed out 
that in the drawings of appellee’s application and in the specimens filed therewith 
those two letters are distinct. Moreover, the reproductions of the drawings in 
appellee’s earliest application, as illustrated by appellee’s Exhibits 12B, 12C, and 
12D, show that the medallion or monogram insignia clearly spell out the word 
“Barco,” and the corroborative testimony of at least three of appellee’s employees 
shows that appellee’s original registration No. 121,208 and its subsequent registra- 
tions were received at all times by the trade and spoken of as “Barco.” 

The record discloses that appellant filed a petition for reconsideration by the 
commissioner in which petition it was alleged, among other things, that appellee’s 
trade-mark could not have been pronounced “Barco” prior to appellant’s date of first 
use of July 13, 1916, in view of the decision rendered subsequent to that date by 
the Examiner of Interferences in the case of California Packing Corp. v. B. A. 
Railton Co., Opposition No. 2423, decided October 13, 1917. The commissioner, 
however, adhered to his original decision, and denied appellant’s petition with 
respect to making any change in the commissioner’s original decision. 

The denial of appellant’s petition for reconsideration, as hereinbefore described, 
does not constitute grounds for reversal of the commissioner’s decision. The law 
is well settled that the citation of cases involving other trade-marks has little value 
in an opposition proceeding for the reason that each case must rest upon its own 
distinctive facts. McKesson & Robbins, Inc. v. American Foundation, etc., 32 
C. C. P. A. (Patents) 1235, 150 F. 2d 420, 66 U. S. P. Q. 252; Magitex Com- 
pany, Inc. v. John Hudson Moore, Inc., 33 C. C. P. A. (Patents) 956, 154 F. 
2d 177, 69 U. S. P. Q. 133. 

The examiner and Commissioner of Patents found continuity of use of the 
trade-mark “Bordo” since July 13, 1916, the filing date of registration No. 119,722. 
That registration, however, was subsequently allowed to expire. In the application 
for such registration, it was alleged that appellant’s trade-mark had been used in 
its business since March 9, 1916. Without passing upon the question of whether 
the expiration and nonrenewal of the registration of July 13, 1916, eliminates it 
as corroborative proof of continuing use since the date of its filing, it is clear, in 
view of the record, that the alleged continuous use of appellant’s mark from March 
9, 1916 had not been established. 

In view of that conclusion, and in view of the further fact that appellant has 
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conceded prior use of appellee’s original trade-mark in its medallion form, it is 
deemed unnecessary from what has been hereinbefore stated to further discuss 
the question as to which of the parties was first to use its involved mark. 

Appellant’s contention that since appellee “acquiesced” in the use by appellant 
of the trade-mark “Bordo” for a number of years, the equitable factors thereby in- 
volved should be given full weight in appellant’s favor in accordance with the pro- 
visions of the Trade-Mark Act of 1946. Appellant in its answer to the notice of 
opposition did not allege that appellee’s action was barred by the equitable principles 
of laches, estoppel, or acquiescence, and the court is not convinced, in view of the 
record, that any such principles are applicable to the subject matter of this appeal 
or that any other relief in behalf of appellant is specifically provided for under 
the Trade-Mark Act of 1946. See Willson v. Graphol Products Co., Inc., 35 
C.C. P. A. (Patents) 857, 165 F. 2d 446, 76 U.S. P. Q. 312. 

For the reasons hereinbefore stated, the decision of the Commissioner of Patents 
is affirmed. 


FLORISTS TELEGRAPH DELIVERY ASSOCIATION, INC. v. AMLING’S 
OF CALIFORNIA, INC. 


No. 5558—C. C. P. A.—April 12, 1949 


OpposiITIONS—LACK OF PROOF OF DAMAGE—ABSENCE OF COMPETITION 

Opposer, association of florists, growers and dealers in florists’ supplies, rendering services 
to members including providing facilities whereby purchasers may place orders with nearby 
members for delivery of fresh flowers at distant points through other members, and appli- 
cant, wholesale flower dealer, held, upon evidence of record, not engaged in competitive 
businesses. 

In absence of competitive relationship between the parties, held that appellant has no 
right to oppose, under 1905 Act, since Court is unable to find that appellant would be 
damaged by registration of appellee’s mark. 

TRADE-M ARKS—REGISTRABILITY—DISTINCTIVE DISPLAY 
“F A D” held registrable, under name class of 1905 Act, as distinctively displayed. 
TRADE-MarKs—Marks Not CoNFUSINGLY SIMILAR—PARTICULAR INSTANCES 

Composite mark consisting of a rhomboidal outline containing letters “F A D,” distinc- 
tively displayed in connection with design and the words “Flowers Air Delivered,” which 
are disclaimed, held not confusingly similar to “F.T.D.,” and emblem, used in business held 
not competitive. 


Appeal from Commissioner of Patents. 

Trade-mark opposition by Florists Telegraph Delivery Association, Inc. against 
Amling’s of California, Inc. Opposer appeals from dismissal of notice of opposition. 
Affirmed. 

Robert I. Dennison for appellant. 
James M. Naylor and Naylor & Lassagne (James Atkins of counsel) for appellee. 


Before GarrETT, Chief Judge, and HATFIELD, JAcKsoNn, O’CoNNELL, and JoHN- 
son, Associate Judges. 


Jounson, J.: 
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This is an appeal from the decision of the Commissioner of Patents reversing 
the decision of the Examiner of Interferences in which the opposition of appellant 
had been sustained, and in which it was held that appellee was adjudged not entitled 
under Section 5 of the Trade-Mark Act of February 20, 1905, to the registration 
of its composite mark consisting of a rhomboidal outline containing an outstretched 
bird wing, the latter having imprinted upon it the letters ““F A D” displayed in 
a unique and distinctive fashion, the letters “A” and “D” being connected to the 
letter “F” by an extension of the lower horizontal bar of the “F” through the 
letters “A” and “D.” The letter “F’’ has a head disposed on the top corner which 
appellee says is to “create a grotesque human figure with outstretched arms. The 
arms appear to support a miniature plaque or picture of a flower.” Appellee has 
disclaimed the words “Flowers Air Delivered’ which are arranged about the upper 
margin of the bird wing. 

It is alleged in appellee’s application for registration that appellee has used its 
mark on its goods since August 22, 1944. 

In its notice of opposition, appellant alleges that it is “commonly and almost 
invariably referred to by its members and by florists in general and by persons 
dealing with the association and its members, as ‘F.T.D.,’ and that this abbrevia- 
tion is commonly used in opposer’s magazine, advertising, other printed matter, and 
letters, and that such use of ‘F.T.D.’ with reference to and by opposer long ante- 
dates the use alleged for the trade-mark opposed”; that the opposer in October, 
1939, adopted as its emblem and the trade-mark of its members a circular seal 
depicting the mythological character Mercury in a running posture and including 
the words “Authorized Florists’ Telegraph Delivery Shop,” with the letters “F,” 
“T,” and “D” relatively enlarged and thus rendered extremely prominent, and that 
said emblem or trade-mark has since been continuously used by substantially all of 
opposer’s members on their premises, delivery boxes, and tags, and has appeared 
consistently in its advertising and other printed matter, and that said trade-mark 
was registered by opposer as a collective mark under date of May 23, 1944, regis- 
tration No. 407,189, for natural flowers and plants in class 1, raw or partly 
prepared materials ; that opposer’s expense for publicity currently exceeds $125,000 
per year; that the mark whereof registration is opposed is for precisely the same 
goods as those with which opposer’s name and the aforementioned very common 
abbreviation, “F.T.D.,” are thoroughly identified; that the abbreviation “F A D” 
prominently appearing in the mark opposed is unduly, unnecessarily, and confus- 
ingly similar to the abbreviation “F.T.D.” ; that the abbreviation “F.T.D.” through 
long continued and extensive use to designate opposer and its members and their 
goods, has become well recognized in the floral business, and allied businesses, and 
by a considerable section of the general public; that use and registration of the 
trade-mark opposed will cause confusion in the trade and in the mind of the 
public, and will do irreparable damage to appellant and its members; and, that 
the use or registration of the opposed mark would constitute a substantial appropria- 
tion of opposer’s corporate name, in view of the common recognition of “F.T.D.” 
as an abbreviation of such name. 

Each of the parties introduced evidence, filed briefs, and were represented by 
counsel at the hearings. 
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The evidence establishes that the appellant does not sell or grow flowers and 
does not provide or produce florists’ supplies, but rather it is an organization of 
independent wholesale and retail florists, growers, and dealers in florists’ supplies ; 
that it renders services to its members, such as conducting a clearing house for 
flower sale by wire transactions, stimulating patronage of members of its associa- 
tion by advertising and by publishing a magazine of interest to florists; that it 
provides facilities whereby purchasers may place orders with nearby members of 
the association for the delivery of fresh flowers and plants at distant domestic and 
foreign points through other members located in the areas of delivery. 

The evidence also establishes that appellee is an independent wholesaler of 
flowers; that it sells flowers to retail florists and fills orders for flowers by ship- 
ments via refrigerated express cars or via air express; that appellee advertises in 
various publications circulated among florists; and, that when orders are shipped 
by air express, it applies to the packages a label bearing the trade-mark sought to 
be registered. 

In his decision, the examiner held that the mark of appellant is so distinctively 
different from that of appellee that it obviates any likelihood of their confusion in 
use, but that appellant was entitled to prevail under the name clause of Section 5 
of the Trade-Mark Act of February 20, 1905; that “F.T.D.” when used in con- 
nection with the florist trade is widely known as a name of the appellant; that 
appellant must be regarded as the owner of the name “F.T.D.”; that “In sound 
the difference between this term ‘F.A.D.’ and the opposer’s abbreviated name 
‘F.T.D.’ are deemed to be negligible” but “that the concurrent use of the mark 


and name in competitive businesses is quite likely to cause deception of purchasers 
and confusion of identities of the parties,” and he accordingly sustained the notice 
of opposition. 

The commissioner reversed that decision of the examiner and held that, 


Even were applicant’s mark merely the letters “F A D,” it would differ very con- 
siderably from the initials “F.T.D.” The two notations viewed as a whole do not look 
alike, nor do they sound alike when spoken. But “F A D” is not applicant’s mark. The 
mark comprises those letters printed in a “particular or distinctive manner”; and it is 
only when not so “written, printed, impressed, or woven” that the name of a corporation 
is forbidden registration by Section 5 of the Trade-Mark Act of 1905. 


We do not agree with appellant’s contention that it and appellee are engaged 
in the same business and that competition exists between the parties. Appellee 
sells flowers to retailers of flowers. Appellant does not sell flowers, but rather 
furnishes to its members as hereinbefore mentioned. The record discloses that ap- 
pellant does not consider appellee as a competitor. Mr. Besemer, executive secre- 
tary and general manager of appellant corporation, testified as follows: 


XQ 138. Mr. Besemer, does the Florists’ Telegraph Delivery Association have any 
competition in the delivery of flowers by telegraph instructions ? 

A. Yes. 

XQ 139. Will you name them? 

A. The Telegraph Delivery Service. 

XQ 140. Do you have any knowledge of the size of that concern? 

A. You mean, as far as membership is concerned? 
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XQ 141. Yes. 

A. I believe that their membership is between 3,000 and 3,500. 

XQ 142. As I understand it, your membership in the United States approximates 
6,500? 

A. About 6,750. 

XQ 143. Roughly, then, they are about half the size of the F.T.D. Association? 

A. Yes. 

XQ 144. Is there any other competition? 

A. No. 


In the absence of a competitive relationship between the parties, we are unable 
to find that appellant would be damaged by the registration of appellee’s mark, 
and we accordingly hold that appellant has no right to oppose the registration of 
the mark here in issue under Section 6 of the Trade-Mark Act of February 20, 
1905 (15 U. S. C. A. 86), Pocahontas Operators Association v. Carter Coal 
Co., 34 C. C. P. A. (Patents) 926, 935, 160 F. 2d 114, 73 U. S. P. Q. 51; that, 
as held by the commissioner, applicant’s mark “F A D”’ is registrable under the 
name clause of Section 5 of the Trade-Mark Act of February 20, 1905 (15 U. S. 
C. A. 85) ; that appellant’s “F.T.D.” is not itself a valid mark under that clause; 
and that, a fortiori appellee’s mark is not subject to opposition on the grounds of 
confusing similarity with appellant’s “F.T.D.” 

For the reasons hereinbefore stated, the decision of the commissioner is affirmed. 





LEVER BROTHERS COMPANY v. GEO A. HORMEL & COMPANY 
No. 5547—C. C. P. A. March 1, 1949 


OpPposITIONS—CONFUSING SIMILARITY—GENERAL 
Citation of prior decisions held of little value since each case must rest upon its own 
facts. 
Likelihood of confusion from similar marks held largely a matter of opinion. 
Specific differences in goods of same general descriptive character should be considered 
together with differences in marks, in determining question of likelihood of confusion. 
TrRADE-MArKS—Goops OF THE SAME DESCRIPTIVE PROPERTIES—PARTICULAR INSTANCES 
Shortening made from animal fat and shortening made from vegetable oil held goods 
of the same descriptive properties, but different enough so that purchasers usually knowing 
which type they want, would not easily be deceived or confused. 
TrADE-MarKS—Marxks Not CONFUSINGLY SIMILAR—PARTICULAR INSTANCES 
“Spic” held not confusingly similar to “Spry,” used on similar goods, under 1905 Act. 


Appeal from Commissioner of Patents. 
Opposition by Lever Brothers Company against Geo. A. Hormel & Company. 
Opposer appeals from dismissal of notice of opposition. Affirmed. 


Spencer A. Studwell, for appellant. 
Franklin M. Warren for apovellee. 


Before Garrett, Chief Judge, and Hatrie_p, JAcKson, O’CONNELL, and JOHN- 
son, Associate Judges. 


Jounson, J.: 
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This is an appeal from the decision of the First Assistant Commissioner of 
Patents reversing the decision of the Examiner of Interferences sustaining the 
opposition of appellant to the application of appellee filed March 5, 1945, for 
registration of the notation “Spic,’’ continuously used by the appellee since Febru- 
ary 22, 1945, as a trade-mark for animal fat shortening. 

The opposition is based upon Section 5 of the Trade-Mark Act of February 20, 
1905, the pertinent part of which reads as follows: 


.... That trade-marks which... . so nearly resemble a registered or known trade-mark 
owned and in use by another and appropriated to merchandise of the same descriptive 
properties as to be likely to cause confusion or mistake in the mind of the public or to 


In its notice of opposition, appellant relies upon its ownership of the trade- 
mark “Spry,” registered on June 14, 1932, and continuously used by appellant 
since February, 1932, as a trade-mark for vegetable oil shortening. In its brief, 
the appellant states, “. . . . the sole issue presented here is whether in view of the 
facts established by the record ‘Spic’ so resembles ‘Spry’ as to be likely, when 
applied to goods which are for all practical purposes identical with those in con- 
nection with which ‘Spry’ has been used and registered since 1932, to cause con- 
fusion or mistake or to deceive purchasers.” 

The examiner stated in his opinion that “With respect to the goods, applicant 
has called particular attention to the fact that its shortening is an animal product 
composed of pork and beef fat whereas opposer’s product is an all vegetable 
shortening. Because applicant’s product contains pork fat it is not adapted for 
sale to the kosher trade. On the other hand, opposer’s shortening is sold to such 
purchasers and specific advertisements have been directed to this group and the 
product has been specifically packaged for this trade. It does not seem to the 
examiner, however, that these differences distinguish the goods as to their descrip- 
tive properties. As far as the great majority of purchasers are concerned who 
observe no dietary laws the goods of the parties are competitive, are very similar 
in physical characeristics, similarly packaged, and have identical uses. The goods 
are therefore deemed to be clearly of the same descriptive properties.” 

In his decision, the first assistant commissioner stated, “The goods of the parties 
are not identical; but obviously they comprise closely related merchandise of the 
same descriptive properties, and save for the possible exception of the kosher trade 
are directly competitive.” 

Both the appellant and the appellee have cited many cases involving trade-marks ; 
however, the citation of prior decisions is of little value in an opposition proceed- 
ing for the reason that each case must rest upon its own distinctive facts. Magitex 
Co., Inc. v. John Hudson Moore, Inc., 33 C. C. P. A. (Patents) 956, 154 F. 2d 
177, 69 U. S. P. Q. 133; McKesson & Robbins, Inc. v. American Foundation for 
Dental Science, 32 C. C. P. A. (Patents) 1235, 150 F. 2d 420, 66 U. S. P. Q. 252; 
Lactona, Inc. v. Lever Brothers Company, 32 C. C. P. A. 704, 144 F. 2d 891, 63 
U. S. P. Q. 62. Likelihood of confusion from similar marks is largely a matter of 
opinion. The Procter & Gamble Co. v. J. L. Prescott Co., 18 C. C. P. A. (Patents) 
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1433, 49 F. 2d 959, 9 U. S. P. Q. 454; In re Southern Metal Products Corp., 
26 C. C. P. A. (Patents) 725, 99 F. 2d 761, 39 U. S. P. Q. 440. 

The products here involved are not food, rather they are ingredients of food. 
They are used in the preparation and the cooking of food. 

In its brief, appellant states that ‘shortening is a relatively inexpensive product 
which is purchased with little care by consumers of all grades of intelligence, .. . ” 

Appellee contends that people who purchase shortening, a product used in the 
preparation and the cooking of food, are particular as to the kind of shortening 
they purchase; that they know what kind of shortening they desire, and are not 
easily deceived, misled, or confused. 

People are more careful in purchasing a product used in the preparation and 
the cooking of food than they are in the purchase of food. One product here in- 
volved is made from animal fat, and the other is made from vegetable oil. While 
both are used for ordinary cooking purposes, there is a difference between them, 
and purchasers usually know whether they want a shortening made from animal fat 
or one made from vegetable oil. Specific differences in goods which are of the 
same general descriptive character should be considered together with differences 
in marks in fairly determining the question of likelihood of confusion. Joseph 
Tetley & Co., Inc. v. Fant Milling Co., Etc., 27 C. C. P. A. (Patents) 1180, 111 
F, 2d 485, 45 U. S. P. Q. 433; Puerto Rico Distilling Co. v. The Coca-Cola Co., 
28 C.C. P. A. (Patents) 1143, 120 F. 2d 370, 49 U.S. P. Q. 660. 

The notations here involved are not spelled alike, do not sound alike, and do 
not look alike. The specimen of appellant’s label filed with its notice of opposition 


shows the notation “Spry” prominently in three places on the label, spelled with a 
large “S” with “pry” in smaller letters of uniform size. The label also includes the 
following: “Triple-Creamed for Easier Mixing,” “Made of Hydrogenated Veg- 


” 


etable Oil by Exclusive Patented Process,” and, in larger type, “Pure Vegetable 
Shortening.” The word “Spic” appears on appellee’s label prominently but once, 
and is spelled with large letters of uniform size. Under the “Spic” notation on 
the label appears the description, “Pork and Beef Fats.” 

For the reasons hereinbefore set out, we do not believe that the notations here 
involved are confusingly similar, or that appellee’s use of “Spic” as a trade-mark 
for its animal fat shortening would be likely te cause confusion or mistake in the 
mind of the public, or to deceive purchasers, because of appellant’s use of the trade- 
mark “Spry” as applied to its vegetable oil shortening. 

The decision of the First Assistant Commissioner of Patents is affirmed. 


THE GREYHOUND CORPORATION, et aL. v. ROTHMAN, et At. 
No. 4083—U. S. D. C. D. Md.—April 8, 1949 


TRADE-MARKS—MARKS CAPABLE OF EXCLUSIVE APPROPRIATION—PARTICULAR INSTANCES 
The word “Greyhound” and the running dog symbol held distinctive and fanciful marks 
to which a wide range of protection is accorded. 
TRADE-MARKS—SECONDARY MEANING—PARTICULAR INSTANCES 
The word “Greyhound” held to have acquired secondary significance. 
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TRADE-MARK INFRINGEMENT AND UNFAIR COMPETITION—BASIS OF RELIEF—COMPETITION Nor 
REQUIRED 

Absence of competition between prior and later users of a distinctive trade name or 
symbol held no bar to injunctive relief. 

TRADE-MARK INFRINGEMENT AND UNFAIR COMPETITION—SCOPE OF RELIEF—GENERAL 

Extent of exclusiveness to be accorded a trade name or trade-mark varies with its 
character and depends upon whether it is arbitrary and fanciful or frequently used in many 
different businesses. 

TRADE-MARK INFRINGEMENT AND UNFAIR COMPETITION—BASIS OF RELIEF—TEST 

Proof of actual deception of the public with respect to non-competing infringer held not 
required in order for prior user of distinctive trade designation to obtain injunctive relief; 
proof of reasonable probability of confusion is sufficient. 

Infringement need not embrace complete simulation before the law can intervene. 

TRADE-MARKS AND TRADE NAMES—ASSIGN MENTS-—GENERAL 

Trade-mark or trade name cannot be assigned or transferred in gross. 

Attempted gratuitous naked license from defendant’s predecessor, himself a trespasser, 
held to have transferred nothing to defendant. 

TRADE-MARK INFRINGEMENT AND UNFAIR COMPETITION—DEFENSES—LACHES, ACQUIESCENCE 
AND ESTOPPEL 

Trade name and trade-mark rights may be lost by abandonment, laches, acquiescence or 
estoppel. 

Abandonment depends upon intention, expressed or implied, as evidenced by words or 
conduct. 

Mere delay may bar an accounting but in and of itself does not necessarily bar an in- 
junction; passage of time is not as important as surrounding circumstances; particular 
facts disclosed in each case control and no standard or rule can be stated in terms of years 
that will apply to every case. 

War emergency in transportation field held meritorious answer to claim of laches. 

Where infringement is deliberate and fraudulent, the elements essential to estoppel are 
lacking and protection of plaintiff’s rights by injunction should not be denied. 

Defendant’s fraudulent conduct held bar to defenses of laches, acquiescence and estoppel. 

On facts of record, plaintiff held not to have abandoned its rights and not barred by 
laches, acquiescence or estoppel. 

TRADE-MARK INFRINGEMENT AND UNFAIR COMPETITION—SCOPE OF RELIEF—PARTICULAR IN- 
STANCES 
Defendants restrained from using the word “Greyhound” or a symbol of greyhound dog 
on their taxicabs or in connection with any phase of their taxicab business in or about the 
city of Baltimore. 
Effective date of decree postponed sixty days after its date, as a reasonable time within 
which defendants must take steps necessary to comply. 


Trade-mark infringement and unfair competition suit by The Greyhound Corpora- 
tion and Pennsylvania Greyhound Lines, Inc. against William H. Rothman, Irving 
K. Edelstein, and Max Rothman, individually and as co-partners, trading as Grey- 
hound Cab Co. Judgment for plaintiffs. 


Joseph R. Byrnes and Levy, Byrnes & Gordon, of Baltimore, Md., for plaintiffs. 
Nathan Hamburger, of Baltimore, Md., for defendants. 


CoLEMAN, C. J.: 


This is a case of alleged infringement of a trade name and trade symbol, and also 
of unfair competition. The plaintiffs, the Greyhound Corporation and its affiliate, 
Pennsylvania Greyhound Lines, Inc., ask that the three defendants, doing business 
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under a partnership known as the Greyhound Cab Co., be permanently restrained 
from using the trade name “Greyhound” and the figure of a running greyhound 
dog as a symbol on their taxicabs in Baltimore. 

Most of the material facts in the case have been stipulated by the parties. The 
plaintiffs conduct a nationwide passenger motor bus service. One of them, the 
Greyhound Corporation, incorporated in Delaware with principal offices in Chicago, 
has been engaged since 1926 in passenger motor bus service, both directly and 
through ownership or management of twenty-three subsidiary and affiliate corpo- 
rations, including the other plaintiff in this suit, namely, Pennsylvania Greyhound 
Lines, Inc., which is also a Delaware corporation with principal offices in Cleve- 
land, Ohio. This latter company has been in existence since 1930. It was originally 
formed to carry out an arrangement between the Greyhound Corporation and the 
Pennsylvania Railroad whereby the former’s motor buslines operating in the terri- 
tory served by the Railroad became merged under the management of the Grey- 
hound Corporation, which, with its various subsidiary and affiliate corporations 
including the other plaintiff, Pennsylvania Greyhound Lines, Inc., has always been 
managed and operated as a single, continuous system of motor bus transportation, 
known as the Greyhound System. It first afforded service to and from Baltimore 
in 1928, and for many years past has served virtually the entire United States. 
Since the establishment of the Greyhound System travelers have been able to 
purchase tickets at any point served by the System, for transportation to any other 
point served. It operates its own terminals. From 1928 to 1934, it rented terminal 
facilities in Baltimore but since 1934, it has operated its own terminals there. 

Shortly after its formation in 1926, the Greyhound Corporation acquired, 
through stock ownership, the Safety Motor Coach Lines, Inc., a Michigan corpo- 
ration operating passenger motor bus service between Chicago and Muskegon, 
Michigan. For two years prior thereto, that is, since 1924, all the buses operated 
by this Michigan company which called itself the Greyhound Line, were painted 
blue and white, and they displayed the name “Greyhound” and the figure of a 
running greyhound dog. Thereafter, as the Greyhound Corporation acquired or 
organized and managed other subsidiary or affiliate companies, it required all of 
them to use the name “Greyhound” and the dog symbol on their buses, terminals, 
lunchrooms and related facilities, drivers’ uniforms, tickets, stationery, schedules, 
advertising, etc., in a uniform manner. All buses operated by the Greyhound 
System have always been substantially uniform as to type and also color, i.e., blue 
and white. 

In May, 1928, the Greyhound System initiated through service between Balti- 
more, Pittsburgh, Cleveland and other points west, via the Blue Ridge Transporta- 
tion Company which previously had operated as an independent line between Balti- 
more and other points in Maryland and also some in Pennsylvania. Ass early as 
as July, 1928, the Greyhound System advertised this service in the Baltimore press, 
and in October, 1928, the Greyhound Corporation, through a wholly owned sub- 
sidiary, Greyhound Lines, Inc., an Indiana corporation, inaugurated its own direct 
service between Baltimore, Washington and Pittsburgh via Gettysburg. There- 
after, up to the present time, the Greyhound Corporation, through the Greyhound 
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Lines, Inc., and the latter’s successor, the Pennsylvania Greyhound Lines, Inc., that 
is, the other plaintiff in the present suit, has, without interruption, maintained this 
same service to and from Baltimore which, with the growth of traffic, has increased 
from two arrivals and departures a day in October, 1928, to 106 a day at the present 
time. 

The first appearance of the name “Greyhound” and the running dog symbol 
on or in connection with any transportation in Baltimore other than that afforded 
by the Greyhound System, occurred in the year 1932 when one Ralph Adelman, 
who was then operating four taxicabs in the city, adopted this name and insignia as 
a result of having seen them on a Greyhound bus. Adelman used both name and 
figure until December 31, 1933, when he discontinued his taxicab business, upon 
refusal of the Public Service Commission of Maryland to renew his permit. On 
January 15, 1934, he gave to one William H. Rothman, one of the defendants 
in the present case, who, with the other defendants as partners was organizing 
the Greyhound Cab, Inc., a written authorization “to use the name Greyhound in 
connection with the title of the corporation you are to form for the taxicab business.” 
No consideration was given Adelman for this permission. On January 16, 1934, 
the present defendants incorporated the Greyhound Cab, Inc., under the Maryland 
law, and shortly thereafter began to operate twenty-three taxicabs in Baltimore 
under permits from the Public Service Commission, prominently displaying the 
name “Greyhound” and the running dog figure on the sides of these taxicabs. 
These three individual defendants had previously been separately engaged in the 
taxicab business in Baltimore under the respective trade names of University Cab 
Co., Peerless Cabs, and Mt. Royal Cab Co., Inc. 

Sometime in the early part of the year 1940 officials of the plaintiff companies 
first learned of this use of the name “Greyhound” and the running dog symbol 
by the Greyhound Cab, Inc., and through their counsel, requested that this prac- 
tice be stopped. By this time the business of the Greyhound Cab, Inc., had mate- 
rially increased and it was operating approximately seventy-five taxicabs in Balti- 
more. 

In February, 1941, the present plaintiffs being unsuccessful in their endeavor 
to get the Greyhound Cab, Inc., voluntarily to stop using the name “Greyhound” 
and the running dog symbol, filed suit in this Court asking for an injunction against 
the Greyhound Cab, Inc. While this suit was pending, that is, on April 1, 1941, 
the cabs of the Greyhound Cab, Inc., were transferred to a partnership consist- 
ing of the three present defendants trading as Greyhound Cab Company. The 
Maryland Public Service Commission reissued permits to this partnership. There- 
upon, the defendants placed their taxicabs under the so-called Diamond Cab Com- 
pany system, which was an organization in Baltimore of various taxicab owners 
who operated their cabs jointly as one system but retained title to the individual cabs. 
The defendants’ cabs were repainted to conform to the Diamond colors and scheme 
of decoration. The figure of the running dog was eliminated from defendants’ 
cabs and a red diamond symbol, with the words “Diamond Cab,” appearing con- 
spicuously on their rear doors, although on their front doors where, pursuant to 
requirement of the Maryland Public Service Commission, the owner’s name must 
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be inscribed, the words “Greyhound Cab” did appear but in three-inch black letter- 
ing much smaller than the “Diamond Cab” lettering. 

Relying upon the aforegoing, the plaintiffs on January 29, 1942, entered a 
voluntary dismissal without prejudice of their suit in this Court against the Grey- 
hound Cab, Inc. However, in the fall of 1943, the defendants, without informing 
the plaintiffs, withdrew their taxicabs from the Diamond System and continued to 
operate them directly under their partnership name, Greyhound Cab Co. The 
cabs were repainted and redecorated to eliminate all reference to the Diamond Sys- 
tem. The word “Greyhound” was placed on the sides of the cabs in even larger 
display lettering than the defendants had used on their cabs before entering the 
Diamond System, and the figure of the running greyhound dog, illuminated at night, 
was featured on the front part of the roof of each taxicab. All of this insignia the 
defendants have continued to use up to the present time. 

In the summer of 1947 officials of the plaintiffs learned for the first time that 
the defendants had withdrawn from the Diamond System, although some of defend- 
ants’ cabs had been seen from time to time on the streets of Baltimore with this 
changed insignia by representatives of plaintiff companies. Plaintiffs thereupon, in 
the summer of 1947, made a formal protest through counsel against defendants 
again using the name “Greyhound” and the running dog symbol. They contend 
that their reason for this protest being so delayed was primarily the war and the 
very heavy pressure of emergency service on which they had to concentrate all 
their attention and efforts. Being unsuccessful with this protest, the present suit 
was filed by plaintiffs on July 20, 1948. 

Defendants, in denying the right of the plaintiffs to enjoin them from use of 
the name “Greyhound” and the running dog symbol, rely primarily upon the de- 
fense of abandonment. acquiescence, laches and estoppel in not making timely 
objection to such use by the defendants. Clearly, if defendants have any sound 
defense to the plaintiffs’ suit it must be upon one or more of these grounds, because 
there can be no doubt on the stipulated facts and the testimony that the plaintiffs 
were the first to use the name and symbol in question in Baltimore. Use by the 
plaintiffs began in the year 1928, whereas the defendants did not begin until 1934, 
and neither the name nor symbol was used by anyone else in Baltimore except the 
Greyhound System prior to 1932. 

It is equally clear that the name “Greyhound” and the running dog are within 
the class of distinctive trade names and symbols to which a wide range of provec- 
tion is accorded. The word “Greyhound” undoubtedly acquired a secondary sig- 
nificance. See Greyhound Corporation v. Goberna, 128 F. 2d 806 [32 T. M. R. 
333]. There, one of the present plaintiffs, the parent Greyhound Corporation, was 
granted a permanent injunction against the use of the name “Greyhound” and 
the running dog symbol by persons engaged in the business of selling Cuban tours. 
The Second Circuit Court of Appeals held that their use by the defendants in 
that case allowed them to trade upon the reputation and good-will of the Grey- 
hound Corporation and its affiliates, which were entitled to a monopoly in their 
use insofar as the field of transportation was concerned. See also Hamilton-Brown 
Shoe Co. v. Wolf Bros. & Co., 240 U. S. 251; Triangle Publications v. Rohrlich, 
167 F. 2d 969 [38 T. M. R. 516]; Stork Restaurant v. Sahati, 166 F. 2d 348 
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[38 T. M. R. 431]; Yellow Cab Transit Co. v. Louisville Taxicab & Transfer 
Co., 147 F. 2d 407. 

The principle has been long and firmly established by many decisions that the 
absence of competition between prior and later users of a distinctive trade name or 
symbol is no bar to injunctive relief. See, for example, Reid Murdock & Co. v. 
H. P. Coffee Co., 48 F. 2d 817; Yale Electric Corp. v. Robertson, 26 F. 2d 972; 
Aunt Jemima Mills Co. v. Rigney & Co., 347 F. 407. 

It is true that the extent of exclusiveness to be accorded a trade name or trade- 
mark varies with their character. If the name or mark is essentially arbitrary, 
original, or fanciful, it is more peculiarly significant or suggestive of a particular 
product than when it is frequently used in many different kinds of business. Such 
words as “Kodak,” “Aunt Jemima,” “Nujol” are illustrative of the first type. See 
Aunt Jemima Mills Co. v. Rigney, supra; Standard Oil Co. of New Mexico v. 
Standard Oil Co. of California, 56 F. 2d 973 [22 T. M. R. 363]; Standard Oil 
Co. v. California Peach and Fig Growers, 28 F. 2d 283. Such words as “Simplex,” 
“Blue Ribbon,” “Century,” are illustrative of the second type. See American 
Steel Foundries v. Robertson, 269 U. S. 372; Pabst Brewing Co. v. Decatur Brew- 
ing Co., 284 F. 110; Ph. Schneider Brewing Co. v. Century Distilling Co., 107 F. 
2d 699. 

This distinction was made by the Court of Appeals for this Circuit in Arrow 
Distilleries. Inc. v. Globe Brewing Co., 117 F. 2d 347 [31 T. M. R. 51]. There 
it was held that the word “Arrow,” which was in very common use as a trade-mark 
for various products, belongs to the class whose exclusive field is closely restricted, 
and hence could be used by one manufacturer for beer and ale, and by another 
manufacturer for cordials and liqueurs without infringement, in the absence of 
proof of actual confusion or intent to deceive, especially where marketing territories 
of the manufacturers were not identical. The Court said (117 F. 2d 347, at 349, 
351 [31 T. M. R. 53, 55]): 


The crucial issue in the case of whether the word “Arrow” is a word of such distinc- 
tive character, when adopted as a trade-mark for one kind of intoxicating liquors, that it 
cannot be used on any other kind without creating the belief that both spring from a 
common source; or, on the other hand, is a word like “Standard,” or “Gold Medal,” or 

“Blue Ribbon,” which has been adopted by many persons as a trade-mark for articles 
of divers kind that it does not signify the goods of any one user. The question is im- 
portant because, in determining the extent of the field of exclusive occupation, a name 
in the first class is accorded liberal treatment in the law of trade-marks, while a name 
in the second class is narrowly restricted to the particular kind of goods for which it 
is used by its owner... . 

It must be conceded that in some of the cited cases the classification of goods has 
proceeded on very fine lines, and it should be understood that these instances are used to 
illustrate a principle rather than examples to be slightly followed in the future. More- 
over, it should be borne in mind that the distinctiveness of a mark is only one of the 
factors to be taken into account in deciding a question of infringement. Nevertheless the 
rule that coined or fanciful marks or names should be given a much broader degree of 
protection than words in common use is sound, for it recognizes not only the orthodox 
basis of the law pf trademarks that the sale of the goods of one manufacturer or vendor 
as those of another should be prevented, but also the fact that in modern business the 
trade-mark performs the added function of an advertising device, whose value may be 
injured or destroyed unless protected by the courts. 
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There can be no question that the word “Greyhound” and the running dog 
symbol are distinctive and fanciful—far more so than the word “Arrow” and there 
is a total lack of proof in the present case that they have ever been used as designa- 
tions of any other trade or product. The only suggestion before the Court to this 
effect is that contained in the Court’s opinion in Greyhound Corporation v. Goberna, 
supra, where reference is made to testimony in that case that the word “Greyhound” 
is used in Miami, Florida, in connection with dog racing, and as the name of several 
business establishments. So, it is clear that Arrow Distilleries v. Globe Brewing 
Co., supra, and similar decisions are not controlling in the present case. It is well 
established that the prior user of a distinctive trade designation is not required to 
prove actual deception of the public with respect to a non-competing infringer, in 
order to obtain injunctive relief. It is sufficient if reasonable probability of con- 
fusion is proved. See Stork Restaurant v. Sahati, supra; Brooks Bros. v. Brooks 
Clothing of California, 60 F. Supp. 442 [35 T. M. R. 99], affirmed 158 F. 2d. 798, 
cer. den. 331 U. S. 824; Acme Chemical Co. v. Dobkin, 68 F. Supp. 601 [36 
T. M. R. 322]. In the present case there is definite testimony that on numerous 
occasions persons using defendants’ taxicabs have been under the impression that 
they were operated by and formed a part of the Greyhound System. That de- 
fendants deliberately intended to, and did capitalize on the good-will and reputa- 
tion of the plaintiffs through use of the name “Greyhound” and the running dog 
symbol is clear beyond any question on the evidence. The defendants’ predecessor 
in the use of both the name and symbol deliberately copied them from a Grey- 
hound bus. When he lost his operating permit, the defendants, who were then 
individually operating taxicabs under other trade names, gratuitously obtained from 
him permission to use the Greyhound name and symbol in the year 1934, by which 
time plaintiffs had developed an extensive business in Baltimore and their name 
and symbol were well known. As plaintiffs’ counsel very accurately put it: “Why 
did defendants then go to the trouble of forming a corporation with the word 
‘Greyhound”’ in its title, and cause all their taxicabs to be painted with the Grey- 
hound name and symbol? They were already using three perfectly suitable trade 
names and an infinity of others was available, but somehow they chose ‘Greyhound.’ 
Since their predecessor was himself a trespasser in the use of the name and symbol, 
his gratuitous license to the defendants gave them nothing. Even if he had had 
valuable rights, the license would not have been efficacious, for it is well established 
in Maryland, as elsewhere, that a trade-mark or name cannot be assigned or 
transferred in gross, that is, apart from the business to which it relates. W. G. 
Reardon Laboratories v. B. & B. Exterminators, 3 F. Supp. 467 [23 T. M. R. 
375]; Interstate Distilleries v. Sherwood Distilling & Distributing Co., 173 Md. 
173 [28 T. M. R. 43]; Restatement of the Law of Torts, Vol. III, pages 755-6. 
The defendants then gained nothing by the purported license from Ralph Adelman.” 

The case against defendants is not altered by the fact that they never adopted, 
for their cabs, the blue and white coloring of the Greyhound buses. Doubtless, 
deception or confusion in the public mind would have been greater had defendants 
done so. But infringement need not embrace complete simulation before the law 


can intervene. 
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We thus come to a consideration of the primary argument of the defendants, 
which is that even if the plaintiffs be found to have acquired, through prior use 
of the Greyhound name and symbol, the right to exclude the defendants from using 
them, they nevertheless have lost this right by abandonment, laches, acquiescence 
and estoppel. 

In order to determine whether there is any merit in this contention it is neces- 
sary to divide plaintiffs’ user into three separate periods: first, the period from 
1932—when the name “Greyhound” and the running dog symbol were first used 
in Baltimore by other than the Greyhound System, 1.e., by Ralph Adelman who, 
two years later, purported to assign this name and symbol to William H. Rothman, 
one of the defendants—until 1940 when the plaintiffs for the first time learned that 
the defendants were using both name and symbol in their taxicab business in Balti- 
more; second, the period from 1940 to 1943 when defendants withdrew from the 
Diamond System; and third, the period from 1943 to 1947 when plaintiffs formally 
requested defendants to desist from using the Greyhound name and symbol, assert- 
ing this was an infringement of their own exclusive right to same. 

As to the first period, it is of course true that trade name and trade-mark rights, 
like other rights that are based upon user, may be lost by abandonment, laches, 
acquiescence or estoppel. But abandonment depends upon intention, expressed or 
implied, as evidenced by words or conduct. Saxlehner v. Eisner & Mendelson 
Co., 179 U. S. 19; Hanover Star Milling Co. v. Metcalf, 240 U. S. 403. In the 
present case there is no evidence upon which we may predicate an intention to 
abandon during this period. During this entire time, plaintiffs maintained their 
own terminal in Baltimore from which they operated their motor buses to other 
points in Maryland and in many other states. Promptly following the inauguration 
of service in Maryland in May, 1928, the Greyhound System began advertising 
this service in the Baltimore press and during the eleven years from 1928 to 1939, 
inclusive, spent in excess of $46,000.00 for such purpose, omitting no year, in addi- 
tion to several thousand dollars spent for radio and other forms of advertising. 

On the question of acquiescence and laches during the six years between 1934 
and 1940, the testimony of the president of each of the plaintiff companies and also 
of the general counsel for the whole Greyhound System is that none of them, nor 
any other officials charged with the duty of supervising competitive matters of 
this kind, had their attention called to what the defendants were doing until the year 
1940, although Baltimore employees of the Greyhound System were cognizant 
from time to time of the character of the name and insignia carried on defendants’ 
cabs during this period. There is no testimony on behalf of defendants that con- 
tradicts this testimony of the Greyhound officials. Accordingly, we find that by 
the weight of the credible evidence, there was no acquiescence on plaintiffs’ part in 
what defendants were doing between 1934 and 1940, and also that plaintiffs’ laches 
were not of a kind to create an estoppel. 

We turn to the second period, namely, that from 1940 until 1943 when defend- 
ants, without notifying the plaintiffs, withdrew from the Diamond System and 
commenced again to use the Greyhound name and symbol in the same conspicuous 
manner that had led the plaintiffs in 1940, to file suit, which was dismissed two 
years later because of the fact that defendants had become members of the Diamond 
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System in 1941, had abandoned permanently, as plaintiffs thought, the use of the 
running dog symbol and also, at least as far as indication to the public was concerned, 
the use of the name “Greyhound” on their cabs, since they had reduced the letter- 
ing to a small and very inconspicuous size on the cab doors so that it was com- 
pletely dominated by the Diamond insignia. During this second period there like- 
wise is no proof of abandonment or acquiescence on the part of the plaintiffs, or 
of any laches that would give rise to an estoppel. Plaintiffs very materially increased 
the extent of their advertising in Baltimore during this period, and expended a 
half million dollars on a new—their present—terminal in Baltimore. As for the 
defendants, the increase in their advertising was not at all comparable to that of 
the plaintiffs’. 

Lastly, we turn to the third period, from 1943 to 1947 when plaintiffs protested 
through their Baltimore counsel against defendants’ use of the name “Greyhound” 
and the running dog insignia, but were unsuccessful and on July 20, 1948, the 
present suit was filed. 

During this period of four years the testimony indicates that certain of the 
plaintiffs’ responsible officials did become aware of the fact that defendants had 
reverted to using the “Greyhound” name and insignia, as they had done before they 
joined the Diamond System in 1941, but made no protest until 1947, that is, after 
a lapse of about four years. Plaintiffs give the war as the reason for this delay, 
i.e., they assert, supported by testimony of their presidents, that their operations 
were so much a part of the war emergency requirements that they overlooked for 
the time being the infringements committed by the defendants. 

We believe this is a meritorious answer to defendants’ contention. It is con- 
ceded that at no time during this four-year period did plaintiffs do anything indi- 
cative of abandonment of the name “Greyhound” or the running dog insignia, or 
of acquiescence in their use. On the contrary, their advertising in and near Balti- 
more was materially increased, just as it was all over their nation-wide system, and 
they continued to use their insignia just as they had been doing since 1928. 

As to laches and acquiescence we believe that defendants’ conduct was tanta- 
mount to fraud when, without notice to plaintiffs, they withdrew from the Diamond 
System and reverted to the same use of plaintiffs’ trade name and insignia that they 
had followed prior to dismissal of the suit in 1942. While it is true there was un- 
fortunately, no formal agreement defining precisely what defendants were permitted 
to do after dismissal of the suit, it is obvious that the real consideration for the 
dismissal was defendants’ entrance into the Diamond System and the consequent 
alteration of the name and insignia on their cabs so as to be no longer objectionable. 

Laches in the sense of mere delay are not in and of themselves necessarily a 
ground for denying injunctive relief—although they may be ground for denying 
an accounting for profits, which plaintiffs are not seeking in the present suit. McLean 
v. Fleming, 96 U. S. 245; Menendez v. Holt, 128 U. S. 514; Saxlehner v. Eisner 
& Mendelson Co., supra. The passage of time is not as important as the circum- 
stances surrounding it. With the war emergency, in the field of transportation, 
competition, in the ordinary business sense, was suspended, or was expected by 
our Government to be suspended, and all efforts concentrated upon meeting gov- 
ernmental, not private demands. Thus, such considerations as trade name infringe- 
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ment or unfair competition may very well have been precluded from consideration 
by the plaintiffs for the time being, without destroying any rights theretofore pos- 
sessed by them with respect to maintaining their full status as a private business 
enterprise. 

Under all the circumstances, we feel the most that could possibly be said for 
defendants’ position is that by 1942, when the original suit against them in this 
Court was dismissed, they had acquired the right to use the word “Greyhound” 
only—not the running dog symbol—in small letters as part of their firm name, 
Greyhound Cab Co., on the doors of their cabs, as in the nature of a subtitle—an 
explanation of their status in the Diamond System; and similarly, that they had 
acquired the same right with respect to their letterheads, checks, etc. However, 
they clearly lost this right through their failure to confine their use of the name 
“Greyhound” to this very limited extent after plaintiffs dismissed the suit in 1942 
on the understanding—clearly implied—that such limitation would be permanently 
adhered to, otherwise plaintiffs would have the right to reopen the whole matter, 
and contest defendants’ right to use the word “Greyhound” in any manner. 

Thus, delay in protesting, or acquiescence implied by silence, in order to con- 
stitute ground for denial or relief by injunction, must be accompanied by circum- 
stances non-existent here. These defendants did not begin their use of plaintiffs’ 
name and insignia innocently, or in ignorance of plaintiffs’ long user. On the 
contrary, when defendants began using the name “Greyhound” and the running 
dog symbol, they were fully aware of the fact that plaintiffs had been using them 
for a number of years. Defendants did not begin their user in a remote territory, 
or in a business unrelated to that of the plaintiffs. On the contrary, defendants, 
while not competing with plaintiffs, were nevertheless in the same general field 
of business, i.e., transportation, and supplied part of a well recognized, and, in 
fact, indispensable adjunct to plaintiffs’ business, t.e., service to and from the plain- 
tiffs’ bus terminals in Baltimore. During the periods that plaintiffs did not protest 
against what defendants were doing, the growth of the latter’s business was in no 
sense comparable to the growth of plaintiffs’ business. In 1947 the Greyhound 
System spent $26,000 for advertising in the Baltimore area alone, and since 1934, 
through most of 1948, it has spent over $200,000 for the same purpose; whereas 
for the same period the defendants have spent approximately only $18,000. Today, 
Greyhound’s total capital investment in Baltimore is about $2,500,000, while the 
defendants’ is about $125,000. In the face of these circumstances, coupled with the 
distinctive, unusual character of plaintiffs’ name and symbol, it is clear that defend- 
ants’ conduct constituted a deliberate, unfair trade practice which plaintiffs are 
entitled to have enjoined in spite of their tardiness in seeking such relief. 

Where infringement is deliberate and fraudulent, the elements essential to 
estoppel are lacking, and the protection of a plaintiff’s rights by injunction should 
not be denied. Thus, the Supreme Court in Saxlehner v. Eisner & Mendelson Co., 
supra, while holding that inexcusable delay had been established in connection with 
rights in the word “Hunyadi” which the defendants and other infringers had 
been using in good faith for twenty years while plaintiff took no action, neverthe- 
less granted an injunction against the copying of plaintiff’s bottle and label with 
respect to which the infringers had not acted in good faith. 
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The following statements in Chief Justice Fuller’s opinion in Menendez v. 
Holt, supra, 128 U. S. 514, at 523-4 are directly applicable to the facts in the 
present case: 

The intentional use of another’s trade-mark is a fraud; and when the excuse is that 
the owner permitted such use, that excuse is disposed of by affirmative action to put a 
stop to it. Persistence then in the use is not innocent; and the wrong is a continuing 
one, demanding restraint by judicial interposition when properly invoked. Mere delay 
or acquiescence cannot defeat the remedy by injunction in support of the legal right, 
unless it has been continued so long and under such circumstances as to defeat the right 
itself. Hence, upon an application to stay waste, relief will not be refused on the ground 
that, as the defendant had been allowed to cut down half of the trees upon the complain- 
ant’s land, he had acquired, by that negligence, the right to cut down the remainder, 
Attorney General v. Eastlake, 11 Hare 205; nor will the issue of an injunction against 
the infringement of a trade-mark be denied on the ground that mere procrastination in 
seeking redress for depredations had deprived the true proprietor of his legal right. 
Fullwood v. Fullwood, 9 Ch. D. 176. Acquiescence to avail must be such as to create 
a new right in the defendant. Rodgers v. Nowill, 3 DeG. M. & G. 614. Where consent 
by the owner to the use of his trade-mark by another is to be inferred from his knowledge 
and silence merely, “it lasts no longer than the silence from which it springs; it is, in 
reality, no more than a revocable license.” Duer, J.. Amoskeag Mfg. Co. v. Spear, 2 
Sandford (N. Y.) 599; Julian v. Hoosier Drill Co., 78 Indiana 408; Taylor v. Car- 
penter, 3 Story 458; S. C. Woodb. & Min. 1. 

So far as the act complained of is completed, acquiescence may defeat the remedy on 
the principle applicable when action is taken on the strength of encouragement to do it, 
but so far as the act is in progress and lies in the future, the right to the intervention of 
equity is not generally lost by previous delay, in respect to which the elements of an 
estoppel could rarely arise. ... 


Obviously no standard or rule can be stated in terms of years that will apply 
to every case. The particular facts as disclosed in each case must control. It is, 
therefore, scarcely necessary to cite more than a few cases in this branch of the 
law where decisions are legion. Suffice it to point out in the following cases the 
delay complained of varied from one and a half to twelve years, and yet the circum- 
stances were held to justify the granting of permanent injunctive relief: Dr. Peter 
H. Fahrney & Sons Co. v. Ruminer, 153 F. 735. Delay of four years. O. & W. 
Thum Co. v. Dickinson, 245 F. 609. Delay of twelve years. Harvey v. American 
Coal Co., 50 F. 2d 832. Delay of three years. Standard Oil Co. v. Michie, 34 
F, 2d 802 [19 T. M. R. 361]. Delay of one and a half years. Noll v. Rinex 
Laboratories, 25 F. Supp. 239, affirmed 99 F. 2d 1013. Delay of seven years. 
Great Atlantic & Pacific Tea Co. v. A. & P. Cleaners & Dyers, 10 F. Supp. 450. 
Delay of three years. 

For the reasons herein given a decree will be signed permanently enjoining the 
defendants from using either the word “Greyhound” or the picture or symbol of a 
greyhound dog upon their taxicabs in or about the City of Baltimore, or in con- 
nection with any phase of the operation of such taxicab business; with proviso, 
however, that such decree shall not become effective until sixty days after its date 
in order that the defendants may have a reasonable time within which to take such 
steps as may be necessary to comply with the decree. 


——————— 
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GOLDSTONE BROS. v. GREENBERG, et AL. 
No. 3433—U. S. D. C. W. D. Okla.—April 6, 1949 





TRADE-MARKS—Worps CAPABLE OF EXCLUSIVE APPROPRIATION—PARTICULAR INSTANCES 
“Toughies” held a valid fanciful and arbitrary trade-mark for boys’ jeans or pants. 
TRADE- MARKS—SECONDARY MEANING—PARTICULAR INSTANCES 
“Toughies” held to have acquired a secondary meaning identifying plaintiff’s goods. 
TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Tuffies” and “Tuffies out of the West” held deceptively similar to and an infringement 
of plaintiff’s trade-mark ‘“Toughies,” used on similar goods. 
TRADE-MARK INFRINGEMENT AND UNFAIR COMPETITION—SCOPE OF RELIEF—PARTICULAR IN- 
STANCES. 
Plaintiff held entitled to an injunction restraining defendant’s use of the marks “Tufhes” 
and “Tuffies out of the West” and to costs and an accounting of defendant’s profits for the 
period commencing with notice of infringement. 
STATE REGISTRATIONS—V ALIDITY—GENERAL 
Defendant’s state registrations of the infringing mark “Tufhes out of the West” effected 
in a number of states wherein plaintiff had priority of use of its trade-mark “Toughies” 
held invalid and of no legal force and effect. 

























Trade-mark infringement and unfair competition suit by Goldstone Bros. against 
Jacob Greenberg and Lurino Greenberg, co-partners trading as Oklahoma Clothing 
Manufacturers and Oklahoma Clothing Manufacturing Co. and Oklahoma Clothing 
Manufacturers, Inc. Judgment for plaintiff granting injunction. 


"a cise 


Walter D. Hanson and Rittenhouse, Webster, Hanson & Rittenhouse, of Oklahoma 
City, Okla., and James M. Naylor and Naylor & Lassange, of San Francisco, 
Cal., for plaintiff. 

V. J. Bodovitz and Spiers & Bodovitz, of Oklahoma City, Okla., and Casper W. 

Ooms, of Chicago, Ill., for defendants. 


CHANDLER, D. J.: 


This cause having come on regularly for hearing before the Court on March 
7, 8, 9, and 10, 1949, Walter D. Hanson, Esq., Rittenhouse, Webster, Hanson 
& Rittenhouse, Oklahoma City, Oklahoma and James M. Naylor, Esq., of Naylor 
and Lassagne, San Francisco, California, appearing for plaintiff, and V. J. Bodo- 
vitz, Esq., of Spiers and Bodovitz, Oklahoma City, Oklahoma, and Casper W. 
Ooms, Esq., of Chicago, Illinois, appearing for defendants, upon the complaint and 
answer, and upon oral testimony taken in open court and by depositions and docu- 
mentary exhibits introduced therein, the cause having been argued orally and sub- 
mitted, and the Court having orally stated its opinion at the conclusion of the trial, 
the Court now makes the following findings of fact and conclusions of law: 















Findings of Fact 


1. This is a suit brought by Goldstone Bros., a corporation, plaintiff, against 
Jacob Greenberg and Lurino Greenberg, individuals, and co-partners trading under 
the names and styles of Oklahoma Clothing Manufacturers and Oklahoma Clothing 
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Manufacturing Company, and Oklahoma Clothing Manufacturers, Inc., a corpora- 
tion, defendants, for trade-mark infringement and unfair competition. 

2. (a) Plaintiff is a California corporation. 

(b) The individual defendants, Jacob Greenberg and Lurino Greenberg, are 
citizens of the State of Oklahoma and domiciled in Oklahoma City, Oklahoma ; the 
defendant, Oklahoma Clothing Manufacturers, Inc., is an Oklahoma corporation 
domiciled in Oklahoma City, Oklahoma. 

(c) The amount in controversy exceeds, exclusive of interest and costs, the 
sum of $3,000.00. 

3. For many years and continuously to date, plaintiff, which word as used 
herein includes the predecessors in the business now owned by plaintiff, has engaged 
in the manufacture of boys’ jeans or pants, which articles have been distributed 
and sold throughout the United States, including the State of Oklahoma, for many 
years last past. 

4. Inthe year 1938 plaintiff adopted and commenced using the word “Toughies” 
as a trade-mark for boys’ jeans or pants manufactured and sold by it and plain- 
tiff has continuously used said mark on said goods since the aforesaid date of first 
use on goods distributed and sold by it in intrastate and interstate commerce. 

5. Commencing with sales of said “Toughies” goods in California, in the year 
1938, plaintiff’s distribution of said goods gradually spread across the country and 
by the year 1942 substantially all important markets had been reached, with ex- 
pansion to all states and the District of Columbia an accomplished fact by the 
year 1947. 


6. It is specifically found that plaintiff made sales of its “Toughies” product in 
the State of Oklahoma as early as the year 1942. 

7. Plaintiff’s “Toughies” product has been extensively advertised in newspapers 
throughout the country by advertisements inserted by its retail customers and 
plaintiff has furthered this promotion of its goods by supplying mats to such 


customers. 

8. The word “Toughies” is, and was at the time of plaintiff’s adoption of it, 
a fanciful and arbitrary word and, when applied to boys’ jeans or pants, denotes 
plaintiff as the origin of such goods. 

9. Even if it be assumed, for sake of discussion, that the word “Toughies” 
originally had some descriptive significance, it is found that the word has been 
used so long and so exclusively by plaintiff in connection with its boys’ jeans or 
pants that the word has come to mean or indicate only boys’ jeans or pants having 
origin in plaintiff. 

10. Defendants adopted and commenced using the word “Tuffies,” accompanied 
by the subordinated geographical expression “out of the West,” as a trade-mark 
for boys’ jeans or pants on November 27, 1945, or long after plaintiff had expanded 
its use of “Toughies” throughout the nation and into the State of Oklahoma. 

11. While defendants claim their mark is the unitary phrase “Tuffies out of 
the West,” the evidence, both oral and documentary, shows without doubt that 
the trade treats the mark as “Tuffies,” per se, and the defendants and their retail 
store customers have used the word “Tuffies,” alone, in the advertisement and 
sale of defendants’ goods. 
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12. If defendants did not have knowledge of plaintiff’s use of the ‘“Toughies” 
trade-mark at the time of commencement of use of “Tuffies,” such knowledge could 
easily have been acquired upon any reasonable inquiry in the trade in view of the 
then established widespread use and advertisement of plaintiff's “Toughies’” goods 
throughout the country, including defendants’ territory. 

13. Plaintiff gave defendants written notice of infringement on March 21, 
1946, or within approximately four (4) months of defendants’ first use of the 
“Tuffies” mark. 

14. Notwithstanding plaintiff's prompt notice of infringement, defendants per- 
sisted in the use of “Tuffies” and subsequently expanded the use of the same 
throughout substantially the entire United States. 

15. In some instances defendants have marked their goods with the “Tuffies” 
mark not accompanied by any indication of the origin of the goods, as evidenced 
by Exhibits B and C on Defendants’ Response to Request for Admissions on file 
herein. 

16. Long after plaintiff’s “Toughies” mark was established nationally, defend- 
ants effected registration of “Tuffies out of the West” in a number of states wherein 
plaintiff had priority of use. 

17. To avoid the expense of appointing a master to take and state an acccount- 
ing of defendants’ profits, the parties have agreed on a sum therefor. 


Conclusions of Law 


1. The Court has jurisdiction of the subject matter and the parties hereto. 
2. Plaintiff is entitled to the exclusive use of the word “Toughies” and the 
same is a valid trade-mark as applied to boys’ jeans or pants. 

3. Even if there were doubt as to the validity of “Toughies” as a trade-mark 
for boys’ jeans or pants, the same has acquired a secondary meaning in connec- 
tion with plaintiff’s goods. 

4. Defendants have infringed plaintiff’s rights by using the marks “Tuffies” and 
“Tuffies out of the West” in connection with the sale of boys’ jeans or pants. 

5. Were it necessary to afford plaintiff relief in the alternative, the Court would 
hold that the defendants have been guilty of unfair competition with plaintiff in the 
use of “Tuffies” and “Tuffies out of the West,” as these notations are deceptively 
similar to plaintiff’s ““Toughies” mark. 

6. Plaintiff is entitled to an injunction restraining defendant’s use of the mark 
“Tuffies” or “Tuffies out of the West” in connection with boys’ jeans or pants. 

7. Defendants’ state registrations of the infringing mark “Tuffies out of the 
West” are invalid and of no legal force and effect. 

8. Plaintiff is entitled to an accounting of defendants’ profits for the period 
commencing with notice of infringement on March 21, 1946. 

9. Plaintiff is entitled to its cost incurred in this action. 
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UNITED STATES v. THE TIMKEN ROLLER BEARING COMPANY 
No. 24214—U. S. D. C. N. D. Ohto—March 3, 1949 


FEDERAL ANTI-TRUsT LAws—COoOMBINATIONS IN RESTRAINT OF TRADE—GENERAL 

All combinations unreasonably in restraint of international trade and all agreements to 
restrict competition are condemned by the Sherman Law; and the extent to which cartels 
succeeded held immaterial, it being sufficient that the end sought to be accomplished was 
the impeding of competition. 

Allocation of markets to members of combine and eradication of competition held to 
violate Sherman Law though only part of the competition in bearings was stifled, because 
it is the character of the restraint not the amount of commerce affected which is made 
illegal. 

Price fixing in any form, association for the purpose of protecting each other’s markets 
and excluding outsiders, and restraints on imports and exports held to violate Sherman 
Law. 

FEepERAL ANTI-TRUsST LAws—DEFENSES—GENERAL 

Facts that cartel agreements were made on foreign soil, for good business reasons and 
without intent to restrain trade, held immaterial. 

While only unreasonable restraints of trade violate Sherman Law, determination of 
what constitutes unreasonable restraint is province of the courts and with but rare excep- 
tions since Standard Oil case, activities theretofore viewed as illegal restraints have been 
regarded since as unreasonable per se. 

Cloak of joint venture of partnership would be no defense to association violating anti- 
trust laws. 

Patentee may not restrain trade in processes or devices beyond scope of his patent; and 
owner of “know how” is entitled to no greater right to avoid provisions of Sherman Law. 

Courts have not decided whether, within provisions of Sherman Law, commerce may be 
restrained to extent reasonably ancillary to protect trade-mark. 

TRADE-MARKS—SCOPE OF PROTECTION—GENERAL 

Law gives protection to trade-marks not only to reward business enterprise and prevent 
piracy but also to prevent deception of the public. 

Lanham Act did not open door to use of trade-mark as an instrument to undermine 
the anti-trust laws. 

FEDERAL ANTI-Trust LAws—LIcENSING OF TRADE-MARKS—GENERAL 

Trade-marks may become detrimental weapons if used to serve harmful or injurious 
purposes. 

Licensing of trade-marks may not be used to escape consequences of violation of anti- 
trust laws. 


Suit for injunction to restrain violation of anti-trust law, by United States against 
The Timken Roller Bearing Company. Judgment for plaintiff. 


Don C. Miller, of Cleveland, Ohio, for plaintiff. 
Luther Day, of Cleveland, Ohio, and John G. Ketterer, of Canton, Ohio, for defend- 
ant. 


Freep, D. J.: 


The instant action was brought by the United States under favor of Section 4 
of the Sherman Anti-trust Act to prevent and restrain the continuing violations 
of Sections 1 and 3 of the Act. Permanent injunction with adequate protection 
to prohibit the violations is sought. 
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The complaint charges, that the defendant and the co-conspirators entered 
into contracts, agreements and understandings to eliminate competition between 
themselves and with others, in the manufacture and sale of anti-friction bearings 
in all the markets of the world, including the United States. It recites that they 
allocated the respective territories in the world in which each party might manu- 
facture and sell anti-friction bearings and that they prevented one party from 
selling or shipping anti-friction bearings into the territory allocated to any other 
party, except in completed articles of manufacture and for replacement bearings in 
those articles. It further charges that they fixed and agreed upon prices of bear- 
ings shipped into the territory allocated to any other party and that they fixed and 
agreed upon prices of anti-friction bearings sold and shipped to Russia. They 
allocated the use of the trade-mark “Timken” to each of the parties in their respec- 
tive designated territories and required that the co-conspirators not manufacture 
and sell bearings, except under the mark “Timken.” The agreements required the 
co-conspirators to surrender to defendant the rights in the name “Timken” upon 
the termination of the contracts between them. It is claimed, in certain of the 
designated territories they entered into agreements with other manufacturers to 
regulate and allocate the sale of anti-friction bearings and they aided and assisted 
each other in restricting and eliminating in their respective territories competition 
from others in the manufacture and sale of anti-friction bearings. 

It is alleged in the complaint that the combination and conspiracy resulted in 
unreasonable restraint of imports into and exports from the United States. It is 
further alleged that the current world shortage of anti-friction bearings and de- 
creased European production caused by the war, has created large potential export 
markets for anti-friction bearings of American manufacture. Notwithstanding 
this, the continuation of the conspiracy and combination will restrain and pre- 
vent defendant from seeking and acquiring many world markets with the eventual 
consequence of reducing its production of bearings and employment of labor. 

The factual and legal questions to be determined in respect of the charges of 
the complaint are posed by the Government as follows: 

Within the purview of the Sherman Act is it illegal for the “defendant and 
two foreign corporations, which between them manufacture and ‘sell a substantial 
portion of the world’s production of anti-friction bearings, to regulate interstate 
and foreign commerce by private arrangements embodying the following restric- 
tive practices” ? 

(a) Allocation, by agreement, of trade territories throughout the entire world, each 
agreeing with limited exceptions, not to manufacture and sell in the other’s territory; 

(b) Imposition by agreement, of price restrictions upon products sold by any party 
in the territory of another; 

(c) Agreement to exclusively exchange present and future know-how and inventions 
patented or unpatented ; 

(d) Use by agreement, of a common trade-mark “Timken” in their respective terri- 
tories, compulsory use of that mark by the foreign conspirators, prohibition against their 
dealing in products under any other name, and requiring that they cease using the name 
upon termination of the agreement ; 

(e) Mutual cooperation and assistance to protect each others’ markets and to eliminate 
the competition of outsiders; 

(f) Participation in foreign cartels which restrict exports by United States producers. 
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The defendant, The Timken Roller Bearing Co., is an Ohio corporation with 
its principal offices located at Canton, Ohio. It employs upwards of 16,500 em- 
ployees at its various plants located in Ohio and in Colorado, in the United States 
and St. Thomas, Ontario, in Canada. Its foreign sales are handled by two wholly 
owned corporations: Timken Roller Bearing and Service Limited and The Timken 
Roller Bearing Co. of South America, Canadian and Ohio corporations respectively. 
Defendant manufactures tapered roller bearings, alloy steel, seamless tubing and 
removable rock bits. 

British Timken Limited, named a co-conspirator (hereinafter referred to as 
British Timken), is a British Joint Stock Company which maintains its plant and 
principal offices at Birmingham, England. It employs approximately 2,400 workmen 
and manufactures tapered roller bearings and axle boxes for railroad cars. Its 
wholly owned subsidiary, Fischer Bearings Co., Ltd., manufactures straight roller 
bearings and ball bearings. 

Societe Anonyme Francaise Timken, also named a co-conspirator (hereinafter 
referred to as French Timken), is a French corporation with its plant and offices 
at Asnieres, France. It employs approximately 510 people and manufactures tapered 
roller bearings. 

The assertion of the Government that defendant, British Timken and French 
Timken dominate the tapered roller bearing market of the world and a substantial 
portion of the total anti-friction bearing market is challenged by defendant. 

The evidence discloses that defendant is “many times over’’ the largest manu- 
facturer of tapered roller bearings in the world. Its gross sales in 1947 were 
$77 097,756.00. 

According to the figures compiled by the Anti-Friction Bearing Manufacturers 
Association, defendant’s percentage of the tapered roller bearing industry in the 
United States was as follows: 


Year 

1941 71.0% 

1942 77.9% 

1943 82.2% 

1944 80.3% 
(7 months) 1945 78.9% 


Presently defendant’s output of tapered anti-friction bearings constitutes 25 
percent of the total production of anti-friction bearings in the United States. 

British Timken, during the period from 1927 to date, produced a large volume 
of all the tapered bearings in England. It manufactured more than 90 percent in 
1927, the percentage decreased to 70 percent, and later returned to more than 90 
percent. It produces approximately 20 percent of all the British anti-friction bear- 
ings. British Timken’s sales including those made by its subsidiary, Fischer Bear- 
ings Co., Ltd., totaled $14,700,000 in 1947. 

French Timken manufactures about 80 percent of the tapered bearings in France, 
which constitutes 10 percent of all the anti-friction bearings. Its sales in 1947 
totaled $2,274,723. 

Command of such volume of business spells out the dominant position of de- 
fendent, British Timken and French Timken both in the tapered and anti-friction 
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bearing industry. Oxford Varnish Corporation, et al. v. Ault & Wiborg Corpora- 
tion, 83 F. 2d 764; United States v. Columbia Steel Co., 334 U. S. 495, 527. 

It was aptly stated during the trial that practically every shaft that turns and 
every vehicle that rolls is dependent on anti-friction bearings. Their crucial impor- 
tance to our present industrial economy required no demonstration. Modern ma- 
chinery, such as trucks, automobiles, farm machinery, locomotives, aeroplanes, in 
fact every product which has rotating parts, relies on anti-friction bearings for con- 
tinued operation. 

Friction bearings and anti-friction bearings have distinctive characteristics. 
Friction bearings slide over the shaft and depend solely on oil or other similar sub- 
stance to reduce friction. Anti-friction bearings, on the other hand, consist of a 
circular group of steel rollers or balls revolving between two circular raceways 
which reduce friction between moving mechanical parts. 

There are two general types of anti-friction bearings: roller bearings and ball 
bearings. Tapered roller bearings are a style of roller bearings. 

While tapered bearings compete with other types of anti-friction bearings and 
to a much lesser extent with friction bearings, tapered bearings because of their 
design and applicability for particular use, enjoy freedom from competition, just 
as for certain definite uses, ball bearings are free from competition. 

They constitute a distinctive type of anti-friction bearing which fulfills a require- 
ment not supplied or satisfied by others. Whatever competition exists between 
the different types of anti-friction bearings, is present only up to the point of the 
adoption, in the design of a specific type of bearing, in the proposed equipment or 
machinery. Once that particular type of bearing is incorporated, other types 
cannot be substituted for replacement. The replacement bearings must be of the 
same size and character. 

The original installations constitute approximately 95 percent of the output of 
roller bearings and the replacement sales the balance of 5 percent. 

In our highly mechanized industries, roller bearings serve as vital links in the 
chain of their assured existence and sustained progress. Defendant, British Tim- 
ken and French Timken exercise a potent force in the making and marketing of 
these products, essential to the maintenance of the economic welfare of the United 
States and of the entire world. 

In order to view the conduct of defendant in the proper perspective during the 
period of time when it is accused of violating the anti-trust laws, it is essential to 
examine its prior activities which the Government claims culminated in the agree- 
ments, contracts and understandings to eliminate competition, assailed in this 
action. 

On June 16, 1909, the first of a series of written agreements, licensing the pro- 
duction and distribution of tapered roller bearings was concluded between defend- 
ant and Electric & Ordnance Accessories Company Limited (a predecessor of 
British Timken and a subsidiary of Vickers Ltd., a British trust comprised of many 
companies and described as manufacturing everything from battleships to baby 
carriages). Under its provisions defendant granted to E. & O. A. the exclusive 
license to “make, use, exercise and vend” in the United Kingdom and the Isle of 
Man roller bearings of all kinds made pursuant to the specifications of British patents 












sesdegbatlt 






ame 


sa eer 






















OS Witenes NN RUAN actin 


























te eee saan 5. boNeee ae 


te 


| 
i 





sa SMO gh, a 0 





39 T. M.R. UNITED STATES v. TIMKEN 435 





which defendant then owned or under patents later to be granted to or acquired 
by defendant. It contained definite territorial restrictions. Defendant was pro- 
hibited from making or selling to others, or from licensing others to do it, or from 
selling its own manufactured bearings for shipment into the territory of E. & O. A. 
It was, however, permitted to make and sell or license others to make and sell 
bearings for vehicles manufactured outside and shipped into the territory of E. & 
O. A. 

E. & O. A. was prohibited from selling bearings outside of its territory and 
from selling bearings in its territory, knowing them to be for shipment outside. 
E. & O. A. was allowed to sell bearings in its own territory for vehicles manu- 
factured there for export elsewhere. The license was so conditioned that E. & O. A. 
was prevented from manufacturing or selling any anti-friction bearings, except 
those made under the licensed patents and except those assembled in other articles 
produced or sold by E.& O. A. E. & O. A. was obliged to use the designation 
“Timken” exclusively on all the bearings made or sold by it. It was incumbent 
on E. & O. A. to use all the instructions for manufacture given to it by defendant 
which defendant agreed to supply. Defendant in turn was privileged to utilize any im- 
provements made by E. & O. A. in its manufacturing process. E. & O. A. had the 
right to determine the sale price for its bearings, provided that the deficiency between 
its lowest price and the lowest sale price of defendant would not be in excess of the 
United States tariff chargeable on the bearings from any part of E. & O. A.’s 
territory. 

In another agreement executed on the same day defendant granted to E. & 
O. A. the full and exclusive right to “license and authority to make, use, exercise 
and vend” roller bearings of all kinds under certain French and Russian patents 
and under a German patent application as soon as the patent or other equivalent 
grant shall have been obtained in the territories covered by the patents. It pro- 
vided that so long as the agreement is in force, E. & O. A. shall have “full and 
exclusive right license and authority until all the said patents shall have been granted 
or after all or any of the said patents shall have ceased to exist (but only so far 
as the licensor can then lawfully do so) to make, use, exercise and vend articles 
embodying the subject matter of such patents or patent and roller bearings of every 
kind whatsoever in that part of the said territory where the patents or patent 
shall not have been granted or shall have ceased to exist.” 

Defendant also granted to E. & O. A. an exclusive license to manufacture and 
sell articles embodying the subject matter of the British patents referred to in 
the first agreement and roller bearings of every kind whatsoever (whether covered 
by patents or not) throughout Europe (except the United Kingdom, France and 
Russia and except Germany after the patent or grant shall be issued or made there) 
and throughout the whole of the British Colonies, Protectorates and Dependencies 
except Canada. It contained the identical restrictions set forth in the first agree- 
ment in respect of sales in the other party’s territory. The provisions of the first 
agreement pertaining to price regulations, to the compulsory use of the mark 
“Timken” by E. & O. A., to the requirement that E. & O. A. use instructions as 
to method of manufacture, to the furnishing of data by defendant, to the privilege 
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of defendant to utilize improvements made by E. & O. A. were embodied in the 
second agreement in identical language. 

The agreements of June 16, 1909 were modified on April 6, 1920, by two sepa- 
rate instruments between defendant and Wolseley Motors of England (another 
Vicker’s subsidiary). The rights of E. & O. A. were assigned to Wolseley. The 
territorial divisions remained as they had been designated. The respective areas 
were redefined as licensor’s area (defendant) and licensee’s area (Wolseley). 
Defendant was permitted, however, to sell to manufacturers in defendant’s terri- 
tory who in turn, were allowed to export bearings to Wolseley’s territory for use 
in their products. Wolseley was granted the same privilege in its territory. 

The price for replacement sets for use in Ford cars in Wolseley’s territory was 
fixed. Defendant and Wolseley placed on record their desire and intention, that 
bearings made in their respective territories “shall not be sold at prices which 
shall be unreasonable and unfair to the party in whose territory the roller bearings 
are sold” without accepting any legal obligation for it. 

The modifying agreements further provided, that if the principal agreement 
(June 16, 1909) should be rescinded, Wolseley should abandon the use of the 
name “Timken” as part of its name (if so used) and in all other respects, and 
secure to defendant the exclusive use of the name “Timken.” 

In 1924 and 1925 after all the basic patents pertaining to the tapered roller 
bearing had expired, two agreements were executed between defendant and British 
Timken. They merely modified the prior agreements and continued them for a 
term of five years to January 1, 1929. In the meantime British Timken succeeded 
to the rights of Wolseley Motors (its parent company). Royalties payable by 
British Timken were reduced from 15 percent to 5 percent. They recited that the 
name “Timken” should belong exclusively to defendant and that during the con- 
tinuance of the principal agreements as modified from time to time British Timken 
should be deemed to be using it as a part of its exclusive license and upon the 
expiration of the agreements British Timken should change its name and do every- 
thing necessary to secure for defendant the exclusive right to the name “Timken.” 

These various agreements constituted the basis of relations between defendant 
and British Timken, including its predecessors E. & O. A. and Wolseley Motors, 
subsidiaries of Vickers. Against the backdrop of these prior relations we must 
view the conduct of defendant to resolve the questions raised by the charges of 
anti-trust violations beginning in 1928. 

As to the existence of these license contracts, which contained restrictions of 
territories, fixing of prices, covenants of defendant and British Timken not to 
compete with each other there is no dispute. The only comment of defendant in 
that regard is that, “Vickers in its zeal to protect itself may have exacted too 
broad a license.” 

The Government points out that in 1927, prior to the time defendant and British 
Timken associated in their challenged conduct in the bearing industry they were 
prosperous and growing concerns. This is amply supported by the evidence. 

Since it was founded, defendant held a commanding position in its field of manu- 
facture. By 1928 it became the Titan of the roller bearing industry. It had pur- 
chased the assets of its principal competitors in the United States. Conflicting 
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claims were made, during the trial, as to the exact percentage of the total tapered 
roller bearing market controlled by defendant. It is of no moment what the pre- 
cise figures were. Defendant’s assertions that it was “many times over the larg- 
est manufacturer of tapered roller bearings in the world” and that “Timken tapered 
roller bearings are standard equipment in a majority of all makes of automobiles, 
trucks and busses. Railroad cars and locomotives, steel mill roll necks, machine 
tool spindles, oil field machinery, compressor crankshafts, paper making machines 
these are but a few of industry’s tough jobs in which Timken bearings have be- 
come dominant” are sufficient indication of the position of defendant in the industry. 

Although defendant in its advertising characterized itself and its product in this 
fashion in 1941, its relative position was the same in 1928. British Timken’s potent 
leadership in the industry compared favorably with that of defendant. It showed 
a substantial growth from the time the principal contracts were made and increased 
its productive capacity, experience in manufacture and sales output to an extent, 
that it became a potential formidable competitor in the field of roller bearings. It 
experienced a relatively greater growth in the business than did defendant. It had 
but one competitor in Great Britain and sold approximately 90 percent of all the 
tapered roller bearings there. So the accused agreements between 1928 and 1938 were 
made between two manufacturers, who on the basis of the evidence, were properly 
characterized as the largest manufacturer in the world and the largest manufac- 
turer in Great Britain respectively. 

Around 1926, Michael B. U. Dewar, an English businessman, became vice- 
chairman of Wolseley Motors. British Timken was then a subsidiary of Wolseley 
Motors. Asa member of a British commission, while on a visit to the United States 
to make an economic study, he spent some time at defendant’s plant. In 1927, 
shortly after his return to England, he became interested in personally acquiring 
British Timken. As an officer of Wolseley Motors, he knew of the existing agree- 
ments between defendant and British Timken, of their provisions pertaining to 
territory, royalty and trade-mark. He also knew that the contracts were to ex- 
pire January 1, 1929. 

On March 10, 1927, Dewar wrote to defendant’s president, advising that he had 
become chairman of British Timken and raising the question of the continuation 
of the existing agreements between British Timken and defendant. In this letter 
mention was made that he contemplated making an offer to Vickers for the pur- 
chase of British Timken and expressed the thought that it would require about 
£300,000. He commented, “I do not know whether your company would care to be 
interested if I were to make such an offer either permanently or on the basis of 
the money loaned being repaid out of profits.” 

On March 28, Dewar cabled defendant, inquiring whether it would be prepared 
to extend its agreements with British Timken for ten years, if he were to take it 
over and stating that he had to make up his mind within the next ten days and 
should like to do it, but did “not think it wise without a ten years’ arrangement 
with” defendant. 

Defendant cabled Dewar in reply, that it was willing to consider an additional 
ten-year license and reduction of royalty, that with its cooperation costs could be 
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reduced 25 percent or more and further saying that it would be more interested 
in joining with him in purchasing the British company from Vickers. 

Additional cables and personal negotiations between an executive of defend- 
ant and Dewar followed, which eventuated in a written instrument named “Heads of 
Agreement” dated May 16, 1927 signed by defendant and Dewar. It was in effect 
a memorandum of the concurrence of the parties on the basic subject matters of 
the negotiations to be later “embodied in more formal documents as soon as prac- 
ticable.” 

Inter alia, it provided that defendant would contribute £52,500 and Dewar 
£47,500, for the purchase of the stock of British Timken; that upon the issuance 
of two classes of shares Dewar would hold the majority of the class which con- 
trolled the company ; that such control would cease in the event a stipulated mini- 
mum net profit was not earned and a specified dividend was not paid periodically ; 
that Dewar was to be the managing director while the shares he owned controlled 
the company. 

The contract likewise provided that a new agreement would be entered into 
between defendant and British Timken “extending for ten years the terms of the 
existing agreements between them subject to modifications and generally upon 
such terms and conditions to be mutually agreed” including among others “Any prac- 
ticable steps to be taken for the protection of the name Timken and securing the ex- 
clusive revision of the name in all countries to the American Company at the ter- 
mination of the Agreement.” 

The control of British Timken accordingly passed from Vickers to defendant 
and Dewar. Each owned about 50 percent of the stock, but Dewar was the man- 
aging director and conducted its affairs. 

Under these recited circumstances and following these preceding events, British 
Timken, defendant and French Timken made a series of agreements and engaged 
in a course of conduct which are labeled by the Government, “a broad combination 
and conspiracy to suppress all competition between the parties. . . .” 

What were these agreements and what did these companies do to warrant the 
charge leveled against them? 

On January 1, 1928, a “business agreement” consisting of three written instru- 
ments of the same date was made between defendant and British Timken, to be 
in effect for a period of ten years. Simultaneously all existing contracts between 
them were cancelled. 

The agreement of 1928 followed generally the pattern of those which preceded 
it. The world was divided into respective territories for the manufacture and 
sale of bearings in this language: “For the purpose of this agreement the United 
Kingdom of Great Britain and Northern Ireland and all other countries of Europe 
and all colonies or dependencies of said United Kingdom and European countries 
except in or adjacent to North or South America shall be deemed to be the terri- 
tory of the British Company and the rest of the world shall be deemed to be the 
territory of the American Company.” 

Exclusive license was granted to British Timken under existing or future 
patents of defendant for the duration of the agreement. In turn British Timken 
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was to assign absolutely and for all time its existing and future patent rights in 
defendant’s territory. 

They agreed to inform each other in respect of all inventions and improve- 
ments regardless whether they were patented or not patented. Advice as to methods 
of manufacture was to be furnished by defendant, and British Timken was obliged to 
follow it. 

Each party agreed not to sell bearings directly, or to others for shipment into 
the other party’s territory, except as assembled component parts of completed articles 
manufactured in its own territory and for bearing replacement purposes in such 
completed articles. In the event such sales in or into the other party’s territory 
were made, they were obliged to advise each other of the details of the sales and 
pay an amount of 10 percent of the net sales price. 

They agreed to endeavor to maintain the distinctive character of the trade- 
mark “Timken.” British Timken agreed not to manufacture or sell bearings ex- 
cept under the trade-mark and only in accordance with the provisions of the 
agreement, and to eliminate the name “Timken” from its corporate name and to 
refrain from its use as a trade-mark upon the termination of the contract. 

Prior to 1924, British Timken or its predecessor exclusively licensed a French 
company, La Societe de Mecanique de Genevilliers, (hereinafter referred to as 
S. M. G.), to manufacture Timken roller bearings in France and its colonies. 
S. M. G. registered the trade-mark “Timken” in France and her colonies, where it 
was the only manufacturer of tapered roller bearings until 1928, when its license 
agreement was terminated. 

Early that year steps were taken by Dewar, with the consent and cooperation 
of defendant, to organize Societe Francaise (French Timken) which accordingly 
came into existence in July of 1928. The ownership of its stock was divided be- 
tween defendant and British Timken. Dewar, however, during the entire time 
under consideration, controlled its operations and supervised its business activities. 
French Timken purchased from S. M. G. the trade-mark rights in the name 
“Timken” for 12,000 francs. 

A “business agreement” was entered into between British Timken and French 
Timken, on the model of the one between defendant and British Timken, allocating 
to French Timken France and her colonies, dependencies and mandates (except 
those in North and South America) as its exclusive territory for the manufacture 
and sale of anti-friction bearings. 

French Timken rented a plant, purchased machinery from defendant and British 
Timken and commenced operations by first importing semi-finished products from 
defendant and British Timken. By 1933 it was engaged in the manufacture of all 
the component parts of roller bearings. 

In Germany, one Prausnitzer, the owner of a company called Deutsche Timken 
Gesselschaft, had registered the trade-mark “Timken.” Defendant and British 
Timken organized a new German company with the same name, gave Prausnitzer 
a 20-25 percent interest in it and named him manager in order to acquire the 
trade-mark and Prausnitzer’s assignment of his company. An agreement similar 
to the one made with French Timken was consummated between British Timken 
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and Deutsche Timken Gesselschaft, which allocated Germany as the German com- 
pany’s exclusive territory for the distribution of anti-friction bearings. In 1934 
the German company’s business was discontinued and British Timken again took 
over the territory. 

Before the expiration of the 1928 contract, another agreement between defend- 
ant and British Timken became effective (on January 1, 1935) for sixteen years, 
which was substantially the same as the 1928 contract. 

In it were found, however, the following provisions: ‘The American Company 
(Timken) in its territory may accept and execute orders for bearings for ultimate 
destination in the British Company’s (British Timken’s) territory for use for 
bearing replacement purposes in such completed articles of manufacture but such 
right shall not authorize sales to or known to be destined for manufacturers in 
the British Company’s territory or sales at prices in conflict with the wishes of 
the British Company and the American Company from time to time will notify 
the British Company of the details of the sales authorized under this paragraph 
and will pay to the British Company an amount equal to 5 percent of the net sale 
price thereof.” 

Conversely the same provision is made as to prices and payments to defendant 
for sales of replacement bearings by British Timken in defendant’s territory. 

Russia became the joint territory of defendant and British Timken. Business 
transacted there was conditioned as follows: 


The prices and terms at or upon which offers are made and orders are accepted shall 
so far as practicable be mutually agreed from time to time but nevertheless either of the 
parties hereto shall be at liberty to quote and accept orders at low prices and extended 
times for payment without the consent of the other party after having first submitted 
the prices and other terms to the other party for its consideration and remarks provided 
that any such quotation or acceptance shall not involve under cutting some quotation 
already made by the other party. 


The agreement of June, 1928 between French and British Timken was modified 
in a new contract on July 15, 1935. It, too, provided that bearing replacement 
sales might be made by defendant, French Timken and British Timken, in and 
into their respective territories. The prices had to be satisfactory to the company 
into whose territory bearings were sold. French Timken was obliged to sell no 
bearings other than under the trade-mark “Timken.” 

The present operations of defendant, British and French Timken in the world 
market of anti-friction bearings are carried on under the provisions of and subject 
to the restrictions of two contracts both dated November 28, 1938. They are, the 
“Tripartite Contract” between defendant, British and French Timken and the agree- 
ment between defendant, British Timken and Dewar, which is supplemental to the 
Tripartite Agreement. These are the final understandings which superseded all 
the numerous others and are to govern the conduct of the parties until the end of 
1965. 

The lengthy recital of the contents of the prior agreements was felt desirable for 
the purpose of showing the evolution of exclusive licenses under patents, into 
agreements which are not based on the prerogatives enjoyed by the limited patent 
monopoly. 
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Defendant and Dewar have to date maintained controlling stock interest in 
British Timken. In 1935 stock was sold to the general public, which resulted in 
defendant owning 30.25 percent and Dewar 25 percent of the shares. Defendant 
and British Timken owas all the stock of French Timken. 

Considerable testimoiy was offered to explain the reasons for the making of the 
large number of contracts, why they were modified and extended from time to time 
and various covenants were inserted in them and why the present contracts have 
such long duration. In the basic questions involved, the reasons advanced are 
of no significance. The controlling facts are that they were made and that they 
contained certain provisions which may bring them under the condemnation of the 
Sherman Act. 

The 1938 contracts are each entitled “Business Agreements” and contain sub- 
stantially the same provisions present in the 1935 agreements. 

To summarize their salient features, the contracts provided for exclusive mar- 
keting areas which prevented the parties from selling in each other’s territories, 
fixed prices on all replacement bearings sold in each other’s territories, fixed prices 
on bearings sold in Russia and compelled British Timken and French Timken to 
manufacture and sell bearings only under the terms of the agreements and under 
the trade-mark “Timken.” 

The evidence is overwhelming and uncontradicted that defendant, British Tim- 
ken and French Timken religiously adhered to their contractual obligations to make 
the territorial divisions inviolate. Indeed in some instances they refused to dis- 
turb the allocated territories even where exceptions were made in the agreements. 
For example, although the contracts permitted sales of replacement bearings out- 
side of the allocated territory D. P. Hess (assistant to the president of the defendant 
company ), confirmed the arrangements he made with British Timken in a memoran- 
dum on February 16, 1932 as follows: 


Prices on Service Bearings Into Our Territory 

Arrangements completed to effect that British Timken will not quote on any inquiry 
coming in and state product should be obtgined from us. There are two exceptions 
to this: 

(1) When customer demands British product. 

(2) When S. K. F. or F. S. are in competition. 

Both the latter are quoting 70 off on the Continent and we are having our trouble. 

Hong Kong will be American territory starting at once. 


Each of the parties refused orders for shipment outside of its territory, referring 
them to the company in whose territory they were to be used. During the period 
from July 1, 1945 to February 20, 1947, alone, defendant transmitted 402 inquiries 
or orders to British Timken and French Timken. In each instance the customer 
who placed the order was advised that either British or French Timken had the 
exclusive right to supply the bearings. 

The steady and persistent effort to assure the exclusive right of each party to 
manufacture and sell in its own domain is emphatically illustrated in the various 
letters and memoranda of the officers of the contracting parties and particularly 
of the officers of defendant. They bear out the Government’s contention that the 
respective trade provinces were to be preserved regardless of the unsatisfied de- 
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mand for bearings in the various parts of the world. Over the entire span of 
years during which the restrictions existed, the parties did not deviate from their 
course of conduct. Even when the world gradually became engulfed in armed con- 
flict, provisions were made to supply customers by specific arrangements so as to 
retain the trade division. 

In 1929, the Ford Motor Company attempted to purchase a quantity of tractor 
bearings from defendant for use in its Cork, Ireland plant, which was in British 
Timken territory. Defendant, instead of filling the order, made the bearings, and 
shipped them to British Timken for resale to Ford. In that connection Hess wrote: 























This is causing us, frankly, a great deal of changing in our plan of operations, as it 
meant putting all of this type of machinery to making these large bearings, on double 
shift and operating them seven days per week; but we feel that you need this help very 
badly at the present time, and our joint efforts must be made to keep competition out of 
this Ford situation. 

You may be interested to know that the Ford Motor Company, Detroit, upon receiving 
advices that your deliveries were not satisfactory, from their English and Cork repre- 
sentatives, immediately placed an order with us for approximately 5,000 sets of bearings, 
and of course they would have to pay our prices for them. We felt this would be a very 
serious handicap to your future sales, as they would constantly hold up the fact to you 
and possibly to us, that you could not handle their production after we had used our 
efforts, as you know, successfully to have them turn over this entire production to you. 
* 





* + 


We are shipping these bearings to Ford, Cork, Ireland, freight prepaid, and are going 
to bill you your selling prices to Ford... . 

As you understand, these prices for the differential bearings in particular, are very 
materially below the prices that we sell Ford, and these quotations to you must be held 
in strictest confidence, as we certainly would be asked to explain the difference in prices 
we bill to Ford and the prices to you; and our explanation of this would be that we are 
billing you such prices on account of the close relationship between the two corporations, 
and that the British Timken Company is standing whatever losses may be incurred. 












On December 5, 1939, L. M. Klinedinst (vice-president of defendant) wrote 
interested employees of defendant as follows: 
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Since the turmoil in Europe certain situations are arising that make it necessary for 
each and every one of our key men to thoroughly understand the setup between British 
Timken, Limited, Birmingham, England, and the Timken Roller Bearing Company, 


Canton, Ohio. 


* * * 


















The contract provides that we shall not ship or knowingly permit our customers to 
ship bearings into their territory for use in the manufacture of any equipment whatsoever. 
Where customers wish us to make shipments into their territory for manufacturing pur- 
poses, we are to advise them of our arrangement with British Timken Limited and you 
are to immediately advise us of such conversations, negotiations, etc., so that we can in 
turn contact the British Timken Company. 

Undoubtedly many of our manufacturing customers buy bearings from us for service 
purposes and occasionally for manufacturing purposes and in turn re-ship them into 
British Timken’s territory. That, of course, we have no knowledge of and we cannot 


stop. 


* * * 














There are a number of American manufacturers using Timkin bearings who operate 
plants in British Timken’s territory. Some of these plants have used both SKF tapered 
roller bearings and Timken bearings. Inasmuch as it is becoming more and more 
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difficult to secure anti-friction bearings from the Swedish companies, these American 
manufacturers who own these foreign plants will probably call upon us to make deliveries 
of bearings from here. Please note that such deliveries are in direct violation of the 
British Timken contract, and where such requests are made refer them to us as we may 
want to effect some arrangement with British Timken to fill such requirements rather 
than have the American company buy one of the competing makes of tapered roller bear- 
ings and have them shipped into British Timken’s teritory. In such an event, both com- 
panies would lose. 


Again on December 6, 1939, in another communication he wrote: 


It is our interpretation of these arrangements that we are not permitted to sell or 
ship bearings into or known to be destined to British Timken’s territory without paying 
them a 5 percent commission, and even under such circumstances our prices must be 
acceptable to them. We have a mutual understanding with British Timken that on un- 
solicited inquiries for bearings going into each other’s territory that we are at liberty at 
all times to quote prices representing a 50 percent discount from American list on standard 
bearings and pay a 5 percent commission on the net sale thereof. We insist that all of 
our men respect our agreement with British Timken and on any unusual cases to con- 
sult the Home Office for further instructions. 


On January 29, 1940, in “Inter Organization Correspondence,” W. R. Timken 
(vice-president of defendant), referring to Klinedinst’s letters, reiterated their con- 
tents in this manner: 


In view of the confused conditions of international trade and the increased demands 
of the British and French governments for bearings for war purposes, it is probable that 
we will receive more and larger inquiries for bearings destined for the territories of our 
British and French associates. We have also had reports that companies using SKF 
bearings are having difficulties in getting deliveries, and this, too, may be a factor in our 
receiving inquiries for delivery in the territories of our associates. 

Our agreement provides that we are not to sell bearings into Europe or possessions 
of European countries, excluding Russia and North and South America, except for serv- 
ice, and in the case of service, only under certain price conditions. Our agreement does 
not permit us to sell original equipment bearings directly or to domestic manufacturers 
knowing them to be destined for shipment into British or French Timken territories. 
However, this does not include bearings, assembled into completed articles of manu- 
facture or component parts of completed articles of manufacture subsequently shipped 
into their territory. 

When inquiries are made for bearings which may be shipped into our associates’ ter- 
ritories, please report the matter immediately to Canton giving full information as to 
number, size, quantity, specification, and the exact use of the bearings. In addition, 
you use your best efforts to persuade the customer that our British and French associates 
are both able and eager to supply their foreign requirements and that they manufacture 
a product comparable in every way to our own. 

When emergency shipment of small orders is demanded, we have the permission of 
our associates to fill such orders. We do not, however, wish to take advantage of this 
permission except where it is unavoidable. These cases must be taken up with Canton 
as outlined above for it is necessary that complete information be given to the associate 
involved. Should the Canton office see fit to fill any such orders that does not mean we 
will continue to accept them, and the customer should be urged to place all future orders 
with British or French Timken as the case may be. 


A report from R. E. Forsythe (assistant to the president of the defendant) to 
Klinedinst on December 3, 1940 entitled “Sales Into British Timken’s Territory” 
described the temporary arrangement precipitated by the war. He said: 
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.... It has not been our practice in the past when we shipped bearings for British 
Timken directly to their export customers to give them a discount from our standard 
established prices such as we gave them when the bearings went to Birmingham, but they 
asked that we now do so due to prevailing circumstances. In other words, when we 
made shipments to their customers direct, they would advise us the prices at which the 
material should be charged and then we were to credit British Timken’s account with 
the difference between the amount received from the customer and the price we would 
ordinarily have charged British Timken had the bearings gone to Birmingham. 

We agreed to do the above on a temporary basis, reserving the right to rescind the 
price concession at our discretion, and in this connection British Timken was to guarantee 
the credit of their agents so long as we followed their instructions regarding terms of 
shipment. 

Since the time that hostilities broke out in earnest in Europe we have continuously 
received inquiries emanating from British Timken’s sales territory requesting catalogs 
and prices on our bearings. In many cases we were advised that they had formerly been 
supplied their Timken bearings from Birmingham, but they now desired to establish an 
American source of supply in case they could no longer secure bearings from England, 
and in some cases these inquiries came from British Timken distributors and French 
Timken agents. We have either referred the inquiries to Birmingham, or if it were a 
specific inquiry covering a definite lot of bearings we quoted our protective discount of 
50 percent off American list. We have received definite orders from their sales terri- 
tories which upon being referred to British Timken were turned down at their instruc- 
tions. 

* * * 

Mr. Winspur (of the British Purchasing Commission) advised me more or less con- 
fidentially that he had learned that all orders from Bearing Service Company in Australia 
had to be placed through Birmingham due to contractual relations and stated that he 
felt it would be necessary for the Australian Government to probably take over these 
orders and place them through the British Purchasing Commission. In discussing this 
with Mr. Harrison a few days before he left Canton, he asked if we would cover them 
in the amount of 5 percent on such sales inasmuch as they had the defense contract, but 
we made him absolutely no promises of any kind. 

* * * 


We have picked up from several sources in the United States the story that The 
Bower Roller Bearing Company is making every effort to take advantage of present con- 
ditions in order to establish themselves in world markets, and such conditions as described 
above only serve to give them an entree into these fields. We have also heard that SKF 
is buying Bower bearings and are either re-packaging them or having their name stamped 
on the bearings and selling them to their regular customers in export markets. Natu- 
rally, we feel that present conditions do not add to the prestige of the Timken name and 
also that Bower who is a dangerous competitor is now being given an opportunity to 
secure a foothold from which it may be very hard to dislodge them after the war is over. 


The strict adherence to the territorial restrictions applicable to Australia be- 
came a matter of grave concern to British Timken’s distributors and eventually 
to the British Purchasing Commission. There was a serious interference in Aus- 
tralian war production due to British Timken’s inability to supply bearings. The 
threat of sales by competitors to supplant the meager amount of available bearings 
and the clamor of Australian distributors, eventuated in the relaxation of the 
theretofore inflexible provisions of the contracts. For the period of the war emer- 
gency, defendant was permitted at first to fill only Australian orders and later 
orders emanating from any place in British Timken’s territory, but only through 
British Timken’s distributors and only at prices designated by it. 
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The voluminous correspondence on the subject matter bears out the critical 
situation which existed and which required the reluctant alteration of established 
policy. 

For example, on September 20, 1940, C. S. Gibson (technical representative of 
British Timken at Melbourne) in a letter advised Forsythe of the proposed visit of 
an official of Roller Bearing Service Company of Australia to Canton and further 


said: 


. . .. It seems impossible to rely on Birmingham to efficiently handle orders, and of 
course, neither I nor our Distributors are officially allowed to correspond with you 
direct. Mr. Harrison will, I expect, give you details of lots of other matters which have 
been held up unduly, but I pointed out to him that possibly you may not be able to help 
him much, as this territory is controlled by British Timken Ltd. 
* * * 

.... On the other hand, you will appreciate the rather absurd position existing at the 
present moment, inasmuch that we are getting practically all our supplies from you, 
and yet it is almost impossible to get any information from Birmingham. Why not take 
over Australia and New Zealand for the duration of the war? I hope that you have 
been asked by Birmingham to quote for the complete equipment of 20 alternatively 35 
locomotives and tenders for the New Zealand Railways. This is a case where the cus- 
tomer is extremely anxious to place the order with us, but for some extraordinary reason, 
we do not seem to be able to produce a price. 


R. R. Thomas of Bearing Service in writing to Forsythe commented: 


Our cable to Mr. Harrison may have been a little difficult for you to understand but 
we are engaged at the moment in replying to a cable from Mr. Pascoe and we are very 
concerned to make sure that Mr. Harrison does not ask you specially to request that 
our orders to direct to Canton and then for us, in our enclosed letter to ask Timken to 
do the opposite. In other words, we do not want you to think for one moment that we 
would ever let you down in the slightest particular. 

* . . 

I am asking Mr. Harrison to try and meet Mr. Dewar and casually give him a copy 
as per our enclosure stating to him that he might wish to make some enquiries while 
he is in America. 


The cable to which he made reference was sent by Pascoe (chief executive di- 
rector of British Timken and director of French Timken) to Bearing Service read- 
ing: 

Canton report confusion caused by receiving requests for deliveries and prices direct 
from Australian presumably Bearing Service Company Stop This is directly opposite 


to our instructions Stop How does it occur? Stop Please take immediate steps to 
rectify. 


Subsequently Thomas wrote to Gibson: 


Not only was that opportunity missed but after more than twelve months of war, 
after large quantities of ball bearings have become available in this country, we still 
await our first considerable shipment from Canton and we still, in some unfortunate 
cases convert Timken users back to ball bearings. 

7 ” * 


In some urgent cases we have been reminded by the Ministry of Munitions that we 
were retarding the Defence program by not supplying information promptly and we were 
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asked whether we were prepared to do something about it or whether they would com- 
municate direct with the British Purchasing Commission. 

With all respect, we request Mr. Pascoe to accept this following recommendation 
which we make in the light of many years experience of this market. 

(a) That all our orders be forwarded to British Timken, Ltd. 

(b) That in all other matters connected with shipments of goods, we be encouraged 
to communicate freely with Canton, at the same time sending a copy to Birmingham. 


On December 4, 1940, Klinedinst wrote Dewar, who was then in the United 
States : 


We were advised by the British Purchasing Commission that they will very likely 
take over all of the purchases of anti-friction bearings for Australia. This will present a 
problem, the solving of which we must ask your help. 

Undoubtedly as these inquiries come to the British Purchasing Commission they will 
ask all tapered roller bearing manufacturers in this country to quote prices, and follow- 
ing the same assumption further they will give the business to the lowest bidder. That 
is one phase of it. On the other hand, should your Australian distributors specify on 
their orders that they must definitely be supplied Timken bearings, then, we presume, they 
would come to only Timken for quotations, or would they take it upon themselves to buy 
from the cheapest source? 

Regardless of how this works out, we have the problem of what prices to quote and 
how to distinguish between bearings that are to be used essentially for service and those 
to be used in production. There is another angle that may enter into this—the Purchas- 
ing Commission may go, for instance, to the General Motors Export Corporation for 
prices on bearings for General Motors equipment and, naturally, there should be uni- 
formity in prices. Surely we feel it is necessary to have two distinct prices if this is 
possible—one covering bearings for service and the other for production. 

We have in mind a number of American manufacturers who have assembly plants 
in Australia, and if the British Purchasing Commission takes over that phase of the 
business those bearing purchases would come through them rather than through the 
International Harvester Company, or General Motors, or whoever may have plants in 
Australia. 

We have in mind a situation that developed several months ago. When we quoted 
the British Purchasing Commission on a large quantity of bearings at the established 
government buying agency price—#30—our competitor, The Bower Roller Bearing 
Company quoted on this same inquiry at about a #17 price and The Bower Company 
got the business 

We do not want to see The Bower Company or any other American manufacturer 
of tapered roller bearings find a foothold in Australia or in any other territories covered 
by you, but we feel this will happen on a straight competitive bidding proposition because 
it is not possible to definitely control the price at which other tapered roller bearing 
people will sell their products for foreign consumption. 

The simplest way out of this as we see it, is for British Timken to instruct all of 
their foreign service connections to very definitely and positively specify Timken tapered 
roller bearings. That will give the British Purchasing Commission no leeway. If that 
can be done the problem is virtually solved. 

* * * 

We feel, Mr. Dewar, that the awkward situation now presenting itself might have 
been avoided had British Timken permitted us to handle their outside orders direct. 

Mr. Harrison of The Bearing Service Company of Melbourne spent quite some time 
with us recently and was very bitter in his criticism of our deliveries. We found in 
many cases we had never received an order from British Timken for the sizes so badly 


needed. 
The policy followed by your Australian people was to send the order to British Timken, 














1941 to build a plant in Australia. 
reported to his associates in a memorandum: 


39 T. M.R. UNITED STATES v. TIMKEN 447 





they would fill such parts of it as they could and the balance of it was transferred to 
us. That meant a very great delay and that was why we suggested sometime ago that 
you have such parts ordered and shipped direct from Canton. 


On December 18, 1940, Gibson addressed a personal note to Forsythe, saying 
among other things: 


On the 11th December the following cablegram was received by Bearing Service 
Co. of Aust. Pty. Ltd. Melbourne from Mr. Harrison. This was sent from Los Angeles 
on the 10th December : 


“CANTON ADVISE DEWAR AGREED YESTERDAY THEIR HANDLING AUSTRALIA DIRECT 
HE CABLED PASCOE THIS EFFECT NOW AWAITING CONFIRMATION BIRMINGHAM.” 


As you can imagine this is some of the best news I have had in years. So far I have 
not received any advice from Birmingham about it. I feel that Birmingham will do 
their best to avoid this arrangement, although if Mr. Dewar has agreed to it, half the 
battle is won. I can think of quite a number of reasons as to why Mr. Dewar would 
agree, and no doubt I will hear this story from you in due course. 

* * * 


I do not know if you will be taking over this part of the business, and am of the 
opinion that it is quite possible that Birmingham will want to retain it. Should you be 
taking it over, it will of course be necessary for you to compete with prices ex Ford 
factories in Canada, and you will know what the position is with them. You may prefer 
to retain the business in this way but as you can imagine, I am naturally anxious to have 
it direct. 


The Australian Government representatives called on defendant in February, 
Wm. E. Umstattd (president of defendant) 


Mr. Gutteridge, an engineer who has been sent to this country by the Australian 
Government to negotiate for the establishment of manufacturing plants in Australia, 
visited us at 3 p.m. with Mr. Chamberlain who is at present Technical Engineer with 
the British Minister of Munitions in Washington. 

Gutteridge and Chamberlain called on us to see if we would be interested in establish- 
ing a bearing plant in Australia to manufacture all types of anti-friction bearings. They 
said that the anti-friction bearing business in Australia has amounted to about $1,000,000 
per year for the past several years, but within the past twelve months this figure has 
increased approximately 100 percent. Mr. Gutteridge said that the Australian Government 
was insisting that a plant be built in Australia and that adequate tariff protection would 
be given to such an industry. 

I explained to Gutteridge and Chamberlain that Australia was controlled by British 
Timken and that under no circumstances would we consider building a plant in Australia. 
I pointed out to them that it would be almost impossible to get delivery on any machine 
tools suitable for the manufacture of anti-friction bearings and that no bearing manu- 
facturer in this country had excess machinery which could be shipped to Australia. Mr. 
Gutteridge wanted to know if we would be interested in establishing a plant in Australia 
if he could secure priorities for the necessary equipment. I told him that I did not think 
he could secure such priorities, but if he did we would not be interested as I had previ- 
ously pointed out that British Timken controlled the sale of Timken bearings in Australia. 


The inquiry of the British Purchasing Commission was answered in the same 
vein by Umstattd: 


Your letter of February 26th has been received. 
When Messrs. Chamberlain and Gutteridge visited us about ten days ago we told 
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them that under no circumstances would The Timken Roller Bearing Company establish 
a plant for the manufacture of bearing in Australia. We have a contract with British 
Timken Limited which precludes our establishment of a manufacturing plant in Australia. 
Such a plant would have to be built by British Timken Limited. 


These communications demonstrate that the parties not only sought the preser- 
vation of their respective sales fields, but that they supported the agreements by the 
maintenance of price fixing arrangements. The protective discount policy insured 
the parties against competition from each other in replacement bearings. Defend- 
ant sold at a 70 percent discount for export in its own territory but quoted prices 
representing a 50 percent discount from the American list on standard bearings 
in response to unsolicited inquiries from British Timken’s territory. 

Other steps were taken to prevent outsiders from disturbing the agreements 
as the particular situation required. 

In January of 1928, D. E. Hobley (sales manager of British Timken), wrote 
to Hess: 


In Budapest, Hungary, Timken bearings are serviced by Mr. Michael Pal, and he has 
been doing remarkably good business for us during the last year. In the same city there 
is a house called Messrs. Denes & Friedmann, who are the representatives of the Timken- 
Detroit Axle Company through their British connection. As you know, we have estab- 
lished service prices for bearings identical with your own and operate with the same dis- 
counts, but we are much alarmed to find that Messrs. Denes & Friedmann can sell Timken 
Axle sizes considerably cheaper than our own distributor. .. . 

It seems to us that the Timken Detroit Axle Co. are taking advantage of their posi- 
tion inasmuch as they buy from you at low prices and ship them over to our territory on 
a small margin of profit, and this does interfere with our service prices. 


In February, 1928, Hess replied to Hobley: 


We have finally concluded arrangements with Timken Detroit Axle Company with 
reference to the sale of our bearings through their distributors in Europe, and particu- 
larly in Budapest, Hungary. 

Mr. Emmett, of the Automotive Products Company, London, is in touch with this 
situation, and I believe it would be wise for you to call upon him. He will receive in- 
structions from Timken Detroit to the effect that he should not undersell us or you on 
service, bearings. 


They deviated from adherence to protective prices only in cases where competi- 
tion of outsiders required that it be done. 
In June, 1944, E. H. Austin (defendant's manager of Service Sales), wrote: 


Joe Cornell handed me your letter of June 2 which resulted in my discussing this with 
Mr. Klinedinst. I think before we definitely commit ourselves to quoting 70 percent on 
general sizes and 60 percent on Ford on the orders to which you refer we better find out 
just exactly what is involved—bearing sizes, quantities, etc. Perhaps you could tell us 
a little bit more about Cymot, Ltd., for it is well that we are given what information is 
available on any of these companies that we give consideration to quoting our export 
prices in British Timken markets. 

You brought up an age old subject, namely, the policy that we should employ in 
quoting on inquiries emanating from British Timken territory. I pointed out to Mr. 
Klinedinst the weakness in our pricing policy in the British Timken market, emphasiz- 
ing the fact that buyers for the B T market are becoming familiar with the fact that we 
are protecting British Timken and by so doing, do not have a price that is anywhere 
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near competitive to Bower. As a result, it now develops that we don’t even get inquiries 
for a lot of requirements. They are automatically referred to our competitors. Natural- 
ly it cannot be expected that Bower will establish an export policy comparable to ours 
in territories that we cover and another pricing policy to be in line with us in British 
Timken territories. 


In the joint territory of Russia, the pricing provisions spelled out in written 
contracts were carried out to the letter. 

The contractual obligations for the interchange of information relating to the 
manufacture of bearings and of all inventions and discoveries, whether they were 
patented or not were construed by defendant, British and French Timken to be 
for their mutual benefit only, to the exclusion of all others. Accordingly any 
information pertaining to their manufacture was denied to outsiders unless con- 
sent was obtained from the party affected. In December, 1932, Hess wrote Dewar: 


Upon my return to this famous country I find a cable from Birmingham with reference 
to a statement made by Ford Dagenham that we have granted Ford America a license 
to manufacture Timken bearings according to our patents, and it puzzled me just a little 
bit because this is the situation I described to you when I explained that we had dropped 
the Bower suit and had given Ford such a license as they describe. We, however, 
explained to them that we could give them no such license for England or any European 
plant as British Timken was our exclusive licensee and that anything in this regard which 
they desired would have to be discussed with you. 


The inhibition imposed by the contracts on British and French Timken not to 
manufacture or sell tapered roller bearings, except under the name “Timken” was 
observed and both companies throughout the years before and after 1928, to date, 
have become identified as producers of “Timken” bearings. The good-will they 
built up and the competitive position they acquired in the allocated territories was 
under the name “Timken.” The retention of the good-will and place of dominance 
in their business field depended on the continued right to use the name. The 
severance of contractual relations meant the termination of their ability to profit 
by the many years of experience in manufacture and successful business dealings 
with their customers. In turn no competitor of British or French Timken was 
permitted to use the trade-mark “Timken.” 

In addition to dividing the world into restricted manufacturing and marketing 
areas, maintaining price fixing arrangements, and interchange of discoveries, know- 
how and inventions to the exclusion of others, defendant British Timken and French 
Timken cooperated to shut out the competition of other dealers in tapered roller 
bearings. 

The rigid territorial divisions were followed at all times except when adherence 
to such restrictions would result in the possibility of loss of business. They were 
made for the dual purpose of protection against each other and to eliminate the 
competition of other tapered bearing producers. 

Dewar’s testimony in this regard was: 


We had a common enemy in the Swedish S. K. F. who had begun the manufacture 
of tapered roller bearings, and our general policy was that if a tapered roller bearing 
was sold it had got to be a Timken and not a S.K.F. To use it was really immaterial 
whether it was made in the United States or whether it was made in Great Britain or 
France, provided it carried the name “Timken.” We used to sell at the request of the 
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American Company in the Argentine and the American Company has sold at our request 
in our territories. 


Hobley (in charge of British Timken’s sales), commented : 


The whole object of that arrangement was that if clients in our territory insisted on 
buying bearings from Timken we would let them do so. If there were clients in the 
Timken Company’s territory who wished to buy from Great Britain we would supply 
them. A commission would be granted in either case. That was in order to combat 
competition; that was the whole basis of it. 


Klinedinst wrote to Dewar on December 4, 1940: 


We are primarily interested, of course, in keeping Timken bearings to the front dur- 
ing this trying period and the further desire to help you in every way possible since 
we know how difficult it is to eradicate a competitor in foreign fields after he once gets 
a start. 


W. R. Timken, during the trial, in answer to the question: “What is the pro- 
cedure that you follow now on orders from British Timken territory?” replied : 


Well, I would say it varies, depending upon what territory it is and whether they 
can make delivery. Where they can make delivery they would naturally get the busi- 
ness. You see, during the war we felt there was a very great opportunity to improve the 
Timken position in Australia and the East Indies, due to the fact that we thought at that 
time the SKF of Sweden was completely cut off from export, and we were willing to 
try to undermine their position by any means we could, including selling bearings at a 
loss if necessary. 


The sales of bearings by defendant, British Timken and French Timken, to 
each other were on a most favorable basis to supplement the plan of strict compli- 
ance with the allocated areas and to protect themselves from competition by out- 
siders. In December, 1929, Hess, in a letter told Dewar: 


With this situation confronting us we are going to be bothered by rather serious 
competition from S. K. F. and the thought has occurred to us that it may be possible 
for you to supply bearings for our industrial requirements in Canada. According to our 
records there is a 15 percent duty on English products as compared with our 30 percent 
and, if you can sell bearings at low enough base prices, there is no question but that we 
can hold—or I should rather say get—a big bulk of this industrial bearing business in 
Canada. 


Dewar replied: 


I should love to help you compete with S.K.F. in Canada. I heard quite casually the 
other day from a representative of the American motor industry (who was in London 
and whom I met but whose firm I do not know) that for their assembly factory in 
Canada they have placed an order with S.K.F. for bearings which will be manufactured 
in Luton, as they were able to buy these taper roller bearings made by S.K.F. Luton 
more cheaply in Canada than they can buy yours. 

I do want to take every possible step we can to keep S.K.F. out of the taper roller 
bearing business anywhere. 


In August, 1939, the matter of SKF (a Swedish bearing manufacturer) com- 
petition continued to concern defendant and British Timken. Klinedinst wrote 


Dewar: 
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We are having our troubles with the SKF Company not only in this country but in 
Canada as well and in many foreign countries such as Japan, South America, and else- 
where due to their making price reductions very far below those that we have ever 
extended to anyone in their respective field. 

* * * 


However, the thought that we have in mind is that we should make a study of the 
Canadian situation with the thought in mind that perhaps some arrangement might be 
set up whereby we could be appointed exclusive Canadian distributors for British Timken 
handling tapered rollers, balls, and straight rollers, not only for service requirements but 
for new installations as well in all of the various industries. There would be some advan- 
tages in this and perhaps many disadvantages. We can see, however, that industrial 
and service bearings shipped by SKF from Sweden into Canada take a duty of 17% percent 
while they are free from England. This would give us that advantage. 

While this arrangement might not be feasible, it is certainly worth while thinking 
about, and it appears to us a good club to put over the SKF Company’s head. 


Defendant and British Timken made certain that the alloy steel made by de- 
fendant, especially adapted for the manufacture of bearings, was not made available 
for use by their competitors. 

In a letter in September, 1934, Dewar told Hess: 


The position is one of considerable difficulty because I do not feel inclined to agree 
to give you carte blanche to sell tubing in our territory; it might conceivably react to 
our disadvantage if your tubing were sold to our competitors. 


Hess in reply, stated defendant’s policy: 


. please understand that under no circumstances would we sell our tubing to 
anyone in the world who might as a result harm British Timken, French Timken or 
American Timken. We have not yet reached this necessity in merchandising our Steel 
and Tube product. 


The collaboration of defendant, British Timken and French Timken to eliminate 
competition with each other and to eliminate the competition of other bearing pro- 
ducers was augmented by agreements of British Timken and French Timken with 
their competitors abroad, to share customers and sales in certain markets and to 
stabilize prices. Hess referred to the association resulting from the agreement as 
a cartel in reporting on its success to H. H. Timken (the founder and at the time 
president of defendant company ). 

Aside from the cartel arrangement, discussions were had concerning prices be- 
tween defendant, British Timken and their foreign competitors. 

In December, 1932, Dewar wrote J. D. Spray (director and vice-president of 
defendant company) : 


I take it that you are trying to improve the price level in the Canadian market. Is 
it your suggestion that you and ourselves should try to arrive at a general arrangement 
with SKF regarding quotations to Ford in Canada and at Dagenham, or for other manu- 
facturers in Canada as well as Ford? As I believe you are aware, we have not as yet 
had to reduce our f.o.r. prices for Canada as low as we have had our prices driven down 
for Ford Dagenham. 

During Mr. Hess’ visit, he told us of certain events on your side of the water. The 
result of this information has been that we are engaged at present in negotiating an 
arrangement with SKF to cover orders placed by Ford Dagenham. As the SKF position 
is at present, their English Company is only interested in Dagenham. Their Swedish 
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Company is interested in the Canadian market and in all the other places where they 
assemble cars. 

As you probably know, we have at present practically the whole of the Ford European 
business with the exception of a percentage in England and with the exception entirely 
of their German orders. Our proposed agreement for Dagenham will be on the basis of 
us having 70 percent and SKF having 30 percent of the work. 

I would add, in addition, that we hope to come to an arrangement on Service work 
for all Bearings in England as part of the same arrangement. 


Dewar also reported to Hess about a meeting in Paris at which British Tim- 
ken, R. I. V. (a large Italian bearing manufacturer), and S.K.F. were represented. 
He said among other things: 


After that I re-iterated that in my opinion—and it was an opinion only as I had no 
right in any sense whatever to speak for the T.R.B., Canton, and I had no knowledge 
of what was in their thoughts—lI felt that the key to such very close cooperation, as joint 
manufacturing, lay between SKF, Gothenburg, and the T.R.B. in Canton. 

Mr. Batt then informed us that he had had some discussions of an informal nature 
with T.R.B. regarding the possibility of stabilising prices in the Canadian market. 


Although the cartels were formed without defendant’s execution of the actual 
agreements, they were the result of the understandings and cooperation of defend- 
ant with British and French Timken to bring them about. Defendant’s territory 
was affected. It was the beneficiary of their operations. Its officials were in con- 
sultation with the officers of British and French Timken concerning them, they 


prompted and approved the agreements. 
In November of 1932 Hess wrote H. H. Timken: 


One thing is very encouraging about the operation of the cartel. Between SKF and 
ourselves we have raised prices about 5 percent and come to a definite agreement as to 
service prices in France. 

* + * 

Dewar and I have been discussing what to do in case they try to reduce our volume 
to the quota figure and after considering various plans, we have come to the conclusion 
to try and hold our present volume (about $400,000.00 sales annually) and in exchange 
for this higher quota, offer SKF one-half of our steel tonnage in France. This seems 
like a good move and will possibly be quite acceptable to SKF as their steel production 
in Sweden must be very low at this time. 


The report of Hess in September, 1933, on his European trip, sheds considerable 
light on defendant’s part in the cartel operation : 


During the current year, real progress has been made in cooperation with SKF to 
not only stabilize sales prices but to raise them generally, and contract for the last half 
do, in many cases, call for a 5 percent increase in prices. The need for this is vital when 
we consider the fact that automotive and commercial vehicle sales prices have declined 
about 30 percent since 1929. This is due almost entirely to SKF competition but our 
present relations with them in England are quite cordial and we feel that for the next year 
we face no further price cuts. This relationship with SKF started with our offering to 
split the Ford business on a 70-30 basis during my visit last fall, but it is interesting to 
know that we continue to receive 90 percent of Ford business, due in all probability to 
the fact that we are considered 100 percent British, and of even more importance, we give 
Ford excellent service and have assigned one man to spend practically all of his time 


at Dagenham. 
a + * 


a ee ee 
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Both Mr. Dewar and Mr. Pasco are watching the R.I.V. (Italian) situation very 
carefully and Mr. Dewar is keeping in constant friendly contact with Angellis, head of 
R.L.V. Our latest information is that the R.I.V. plant is very slack due to the let-down in 
Russian orders, and our British associates feel that they will use every means to sell 
this output at low prices, all over the world. This, of course, might affect us materially 
in South America and Canada where we have maintained good service prices, but it 
is the writer’s opinion we shall have no great difficulty in the U.S.A. as long as the 
present tariff is maintained and with the depreciated dollar. 

As is generally known, we are members of the French anti-friction bearing cartel. 
This cartel was started in July 1932 and expires at the end of this year. 


The cartel agreement between SKF and French Timken provided for a divi- 
sion of all of the French bearing business on a percentage basis, French Timken 
only participating in the tapered roller bearing market; SKF, in both ball and 
tapered markets. 

As stated in the agreement, “In order to arrive at the allocation of the market 
as provided in as precise a manner as possible, an intimate commercial collabora- 
tion will be established between the two contracting parties, which will have to 
determine by agreement the tariff prices and discounts for the retail market, the 
prices and delivery dates quoted for all large orders or important customers.” The 
parties agree to contact each other “at least every month” and to push the stand- 
ardization of bearing sizes. 

The cartel agreement between SKF and British Timken was not only an ar- 
rangement on prices of bearings and the percentage of the total bearings each was 
permitted to sell, but the parties agreed not to sell replacements of the other’s 
bearings. The division of business as to specific customers was set up on a quota 
basis. When one of the parties exceeded its quota on a certain customer that party 
was required to raise its prices until there was compliance with the agreement. 

The lengthy recital of letters, reports and memoranda paints such a clear pic- 
ture of the conduct of the accused companies over the period of years that the 
Court feels it serves the necessary purpose of pointing out the patent reasons for 
resolving the factual issues which are involved. It leaves no room for dispute or 
contradiction on the salient facts. 

The evidence conclusively establishes to the satisfaction of the Court the asser- 
tions of the Government: that defendant, British Timken and French Timken have 
manufactured and sold during the period from 1928 to date a substantial portion 
of the world’s production of anti-friction bearings and that they have imposed 
restraints on foreign commerce: by (1) allocating trade territories throughout the 
entire world, each agreeing with limited exceptions not to manufacture or sell in 
the other’s territory ; by (2) fixing of prices on products sold by any party in the 
territory of the other party; by (3) mutual cooperation and assistance to protect 
each other’s markets and to eliminate the competition of outsiders and by (4) par- 
ticipation in foreign cartels which restrict exports by United States producers. 

The contentions that defendant stifled or eliminated competition and restrained 
trade, by exclusively exchanging present and future know-how and inventions, pat- 
ented or unpatented, and by compulsory use of the trade-mark “Timken” by British 
and French Timken, by prohibition against their dealing in products under any other 
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name, and by requiring that they cease using that name upon the termination of 
the agreements, will be discussed later in this opinion. 

The analysis of the evidence is susceptible of but one conclusion. It discloses 
an extensive and far-reaching combination to smother all competition between de- 
fendant, British and French Timken and to stifle or suppress competition of other 
manufacturers by joint effort against them or by agreement with them. 

It is readily seen that the present relationship of the parties is not only the 
culmination of the successive agreements beginning in 1928. The combination is, 
as well, the outgrowth of the principal agreements in 1909, when world markets 
were divided and competition was eliminated. Those contracts were not merely 
patent licenses for the manufacture of tapered roller bearings in limited areas, but 
they encompassed fields beyond the ambit of the existing patent rights. United 
States v. U. S. Gypsum Co., 333 U. S. 364; United States v. National Lead Co., 
63 F. Supp. 513, 523, aff'd 332 U. S. 319; Morton Salt Co. v. G. S. Sup- 
piger Co., 314 U. S. 488; Ethyl Gasoline Corp. v. United States, 309 U. S. 436. 
The territorial restrictions applied to markets where defendant had no patent rights. 
Interstate Circuit, Inc. v. United States, 306 U. S. 208, 228. They included future 
development and inventions in the industry. United States v. National Lead Co., 
supra; Ethyl Gasoline Corp. v. United States, supra; Pope Manufacturing Co. v. 
Gormully, 144 U. S. 224. 

After the expiration of the principal patents, the restrictions imposed continued. 
Without the benefit of the limited monopoly power of the patents the agreements 


followed the same pattern. They no longer revolved around the patents, but were 
without pretense contracts for the avowed purpose of suppressing competition. 
Duncan (Timken’s London counsel) pointedly said in November, 1927: 


As we understand the position, the main advantages derived by the English Company 
under the Agreement will be the advice and information to be received from you, the 
right to use the name “Timken” and the absence of your competition. Do you not think 
that it would be better to accentuate these advantages in the Agreement, rather than 
leave them merely as incidents in a patent license? 


When in 1928 the American, British and French companies agreed to continue 
their activities, British and French Timken had grown from infancy in the bearing 
industry to a position of dominance and were potential competitors with whom 
defendant had to reckon. 

The relationship effected and maintained was not that which prevails between a 
manufacturer and its exclusive foreign agents for the distribution of its product. 
Each company was a manufacturer and distributor, independent of the others, but 
joined for the sole and only purpose of mutual benefits. It is not even contended 
that defendant, British Timken and French Timken ever competed. 

The inflexible territorial limitations imposed by the parties on each other, which 
they violated only to prevent others from encroaching on the protected markets, 
were designed for the purpose of preventing competition and were reinforced by 
price agreements. The word “Timken” had become synonymous with tapered 
roller bearings. To lend support to the desire to eliminate the competition of other 
producers, defendant supplied British and French Timken, and them alone, with 
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know-how in the production of bearings. It insisted that bearings produced and 
sold by them be identified by the name “Timken.” 

The cartel agreements in France, England and Italy were made by British Tim- 
ken and French Timken with the knowledge, approval and cooperation of defend- 
ant to effectuate the plan of excluding competition of others in the territories, of 
defendant, British and French Timken. 

The extent to which they were successful in impeding competition is of no mo- 
ment. It is sufficient that that was the end sought to be accomplished. Associated 
Press v. United States, 326 U. S. 1, 12; United States v. Socony-Vacuum Oil Co., 
Inc., 310 U. S. 150. The French Anti-Friction cartel, the English SKF- British 
Timken cartel and the agreements with Bock and R.I.V. fortified defendant in the 
overall plan of suppressing competition in the sale of tapered bearings. 

It is an imperative of the Sherman Act that all combinations in restraint of 
international trade and all agreements to restrict competition be condemned. United 
States v. National Lead Co., supra; United States v. Addyston Pipe & Steel Co., 
85 F. 271, 291; United States v. Aluminum Co. of America, 148 F. 2d 416. The 
very aim of all the anti-trust laws is to ban conduct and practices which destroy 
free and unhampered competition. That postulate has been repeatedly announced 
by the courts even before the legislative enactment. Within the last decades the 
decisions reiterating it have covered thousands of printed pages. They have been 
regarded as inimical to economic freedom. The Government refers to the instant 
combination as an international cartel, which appellation is assailed by defendant. 
That name applied to the combination has no significance, other than to label it as 
a pool of “separate firms to maintain prices above a competitive figure.”” (Webster’s 
New International Dictionary.) It is merely descriptive of the combined relation- 
ship between defendant, British Timken and French Timken. If the term connotes 
vice illegality it is clearly applicable. 

The strict allocation of markets to the members of a combination of competi- 
tors in the various parts of the world and the eradication of competition among 
them violates the Sherman Act. United States v. American Tobacco Co., 221 U. S. 
106; United States v. National Lead Co., supra. 

The contracts by which it was agreed that in a particular area anti-friction 
bearings might be sold by only one of the members of the combination, necessarily 
were intended to and had the effect of eliminating competition. The Supreme Court 
repeatedly recognized the inherent danger of such agreements to our system of 
free enterprise, and held that agreements or arrangements for dividing markets 
were illegal under the Sherman Act. United States v. American Tobacco Co., 
supra; United States v. Addyston Pipe & Steel Co., supra; United States v. Na- 
tional Lead Co., supra. 

The fact that defendant, British and French Timken were manufacturing and 


selling only tapered bearings does not immunize the combination against the opera- 
tion of the anti-trust laws. It is true that there is competition between tapered 
and other types of anti-friction bearings to the limited extent pointed out earlier. 
The prohibitions of the Sherman Act, however, are equally applicable to combina- 
tions in restraint of trade when only part of of the commerce is stifled. As was 
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said in Eastman Kodak v. Federal Trade Commission, 158 F. 2d 592, 594: 
cert. denied 330 U. S. 828 [37 T. M. R. 226]: 


Hence it will not do to say that all film is in the same class. If a purchaser wants a 
color film he must be able to buy it from more than one manufacturer if there is to be 
“free and open competition with commodities of the same general class”; that he can 
buy a black and white film will not serve to destroy the monopoly of the sole producer 
of color film. 


and in United States v. Yellow Cab Co., 332 U. S. 218, 225: 


Hence it is enough if some appreciable part of interstate commerce is the subject of 
a monopoly, a restraint or a conspiracy. 


and again in United States v. Socony-Vacuum Oil Co., 310 U. S. 150, 225 (foot- 
note 59: “And the amount of interstate or foreign trade involved is not material 
(Montague & Co. v. Lowry, 193 U. S. 38) since Section 1 of the Act brands as 
illegal the character of the restraint not the amount of commerce affected.” 

The benefits of a competitive price system under the Sherman Act would be 
lost to the vast number of manufacturers whose machinery and equipment are 
geared to use only tapered bearings, if the operation of the Act were to be con- 
strued otherwise. 

The practice of selling only at prices agreeable to the party into whose territory 
the sales were made and the provisions of the contracts for agreed prices on replace- 
ment parts and the other price fixing arrangements of defendant, British and French 
Timken must be condemned as violations of the Sherman Act. United States v. 


Masonite Corp., 316 U. S. 265. 
In United States v. Socony-Vacuum, supra, the Supreme Court said: 


Thus for over forty years this Court has consistently and without deviation adhered 
to the principle that price-fixing agreements are unlawful per se under the Sherman Act 
and that no showing of so-called competitive abuses or evils which those agreements 
were designed to eliminate or alleviate may be interposed as a defense. 

* * af 

Whatever economic justification particular price-fixing agreements may be thought 
to have, the law does not permit an inquiry into their reasonableness. They are all 
banned because of their actual or potential threat to the central nervous system of the 
economy. (Footnote 59.) 


In United States v. Line Material Co., 333 U. S. 287, it was said: 


Price fixing in any form is perhaps the most powerful of all inducements for abandon- 
ment of competition. It offers security and stability; it eliminates much of the uncer- 
tainty of competitive practices, it promises high profits. 


and again in United States v. Paramount Pictures, Inc., 334 U. S. 131, 143: 


We start, of course, from the premise that so far as the Sherman Act is concerned, a 
price-fixing combination is illegal per se. United States v. Socony-Vacuum Oil Co., 
310 U. S. 150; United States v. Masonite Corporation, supra. We recently held in 
United States v. Gypsum Co., 333 U. S. 364, 400, that even patentees could not regiment 
an entire industry by licenses containing price-fixing agreements. 


Both the territorial sales limitations and price fixing constitute a menace to 
international trade in tapered bearings. 
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No less harmful and injurious to the unrestricted flow of commerce in tapered 
bearings was and continues to be the association of defendant, British and French 
Timken for the purpose of protecting each other’s markets and the exclusion of 
outsiders from the tapered bearing market. Such conduct is denounced by the anti- 
trust laws. Associated Press v. United States, supra; Montague & Co. v. Lowry, 
supra; Standard Sanitary Mfg. Co. v. United States, 226 U. S. 20; United States 
v. Trenton Potteries Co., 273 U. S. 392. 

The participation in the foreign cartels by defendant completed the circle within 
which the combination operated to forestall competition. The circumstances out- 
lined above under which defendant took part in the operation of the cartels leave 
no room for escape for defendant from the prohibitions of the Sherman Act. The 
ban on restraints of imports and exports has been consistently enforced by the 
courts. United States v. General Dyestuff Corp., 57 F. Supp. 62; United States 
v. Nord Deutscher Lloyd, 223 U. S. 512. What was so well said in United States 
v. National Lead Co., supra, 524, is equally pertinent when applied to the facts in 
this case: 


The several agreements relating to manufacture and trade within the European markets 
are but some of the links in the chain which was designed to enthrall the entire com- 
merce. . . 


Nor does the fact that the cartel agreements were made on foreign soil relieve 
defendant from responsibility. United States v. Nord Deutscher Lloyd, supra. 
They had a direct and influencing effect on trade in tapered bearings between the 
United States and foreign countries. 

There is no charge made in the complaint that the parties engaged in the prac- 
tice of exclusively exchanging present and future know-how and inventions, pa- 
ented or unpatented. Evidence seeking to establish such claim was offered at the 
trial. Although it does not convincingly appear that either the exclusive exchange 
of know-how or the enforcement of the trade-mark restrictions alone served as 
direct instruments to eliminate competition, they have been most helpful in but- 
tressing other illegal conduct to achieve the desired result. They were integral 
parts of the general scheme to suppress trade. 

Are the contentions urged by the defendant sufficient to overcome such man- 
ifest violations of the Sherman Act? 

The first contention of defendant is that even if the agreement between the three 
Timken companies for division of territory, and any incidental arrangements as 
to price contained therein were made, any restraint resulting therefrom to constitute 
a violation of the Act, must be found to be unreasonable. Defendant’s position is 
that it undertook to extend its activities by the purchase of British Timken and the 
formation of French Timken with Dewar. It protests that it was not done for the 
purpose of eliminating competition and that it did not have that effect, that there 
has been no intent to unduly restrain trade but that it was done for good business 
reasons. Defendant says the division of markets between the companies was rea- 
sonably ancillary to the acquisition of British Timken and the formation of French 
Timken. 

In advancing the argument that only such contracts or combinations are within 





458 THE TRADE-MARK REPORTER 39 T. M.R. 


the condemnation of the Act as prejudice the public interest by unduly restricting 
competition or obstructing trade, defendant concedes that: 


It would appear, superficially, that contractual provisions like those involved in the 
case at bar that American Timken will not sell bearings in the territories of British and 
French Timken, respectively, and vice versa, tend to prevent competition between the 
parties. 


The contention made invites a discussion of the rule of reason doctrine applied 
by the courts to the Sherman Act. A vast body of decisions may be found dealing 
with the doctrine. For the present purpose, it will suffice to say, that it is now 
firmly established that the statutory provision, “Every contract, combination . . 
in restraint of trade... . is hereby declared to be illegal . . . .” means that all un- 
reasonable restraints of trade offend the Act. Standard Oil Co. v. United States, 221 
U. S. 1; United States v. Columbia Steel Co., supra. It is equally well recognized 
that the determination of what constitutes unreasonable restraint is the province of 
the courts. Judicial construction of the law has declared certain restraints unreason- 
able. With but rare exceptions, since the decisions in the Standard Oil case and 
the American Tobacco case in 1911, activities which theretofore were stricken down 
as illegal restraints have been regarded since as unreasonable per se. 

In view of the settled law and the facts, defendant’s contention that the restraints 
were reasonable must be rejected as untenable. The restraints on commerce, here 
proved by abundant evidence, have been denounced as unreasonable per se. 

Defendant seeks to draw a parallel between the instant facts and those in the 
Columbia Steel case, supra. By contradistinction from the facts in that case de- 
fendant, British Timken and French Timken are separate corporations who in 
their respective territories, both before and after their agreements, were potential 
competitors in the tapered bearing market. They were the largest dealers in tapered 
bearings in their respective territories. They occupied dominant positions in the 
entire anti-friction bearing industry. Defendant did not acquire British and French 
Timken. 

The defense that the combination was formed without intent to restrain trade, 
for good business reasons, was denied validity in numerous cases. If good business 
reasons and expressions of good intent would serve as justifications for restraining 
trade and stifling competition the Sherman Act would render no aid to the free flow 
of commerce. The Act aims to bulwark the national economy and insists that in- 
dividual interests give way to the benefit of all. Standard Sanitary Mfg. Co. v. 
United States, supra, 49; Addyston Pipe & Steel Co. v. United States, supra; 
Eastern States Retail Lumber Dealers’ Association v. United States, 234 U. S. 600. 

There is nothing in the evidence to indicate a lack of intent to restrain trade. 
Indeed, all that the evidence discloses is an intent to form a smoothly operating 
combination to control commerce in the tapered bearing industry throughout the 
entire world. . 

In the face of the numerous agreements and the clear expressions of defend- 
ant’s officers in the volumes of letters and memoranda offered in evidence, it is 
difficult to understand how anyone can disclaim a clear intent to restrict competi- 
tion. 
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It is likewise difficult to place credence in the assertion that there was no intent 
to restrain trade when one reads the following comments of defendant’s president, 
pertaining to domestic trade :* 


Louie Klinedinst and I were in New York last week and had a long talk with Fred 
Hughes and Lester Sigourney of New Departure and arrived at a mutually satisfactory 
selling price for flanged type bearings both ball and tapered roller. We held the price 
on these bearings at a point where a nice profit will be made for both companies and I 
feel that we did a pretty good job as New Departure might have been out of line if we 
had not told them our prices, and in that event we should have had to cut our prices. 


and 


All three of the principals involved agreed that the patent was not valid and that if 
any license was taken out it would be merely a move for legalizing the fixing of prices so 
that we would not be threatened by either the Clayton or Sherman laws. 


It is next urged by defendant that any restraints imposed by the agreements 
were ancillary to the creation of a close relation between it and Dewar, analogous 
to a partnership or joint venture. It is suggested that the purpose was to expand 
its bearing business in European markets, and necessarily involved the investment 
of large sums in the acquisition and development of British and French Timken 
and hence not in violation of law. In this connection defendant assumes that since 
the parties could lawfully agree to be excluded from each other’s territories, they 
could lawfully agree also that any incursions into each other’s territories should be 
made only at prices agreeable to the party in whose territory the sale was made. 
It says that such a provision was reasonably ancillary to prevent competition by 
defendant with the corporations through which the common undertaking was con- 
ducted. 

Both the assumption made and the conclusion reached are wholly erroneous. 
The commmon undertaking was a joint venture only in the sense that they jointly 
undertook to continue the manufacture and distribution of bearings with all the 
limitations and restrictions which had theretofore been imposed. The joint venture 
was not ancillary to the agreement. Regardless of the descriptive term used to 
denote the affiliation, it did not constitute a legal basis for the avoidance of the 
consequences of the conduct which eliminated competition. 

Throughout the trial great emphasis was placed on this phase of the defense. 
The record abounds with repetition of “joint venture,” “partnership,” “partner- 
ship in the layman’s sense.” All of the defendant’s officers and employees took great 
pains to make reference time and again to “our joint venture” and to “our partners.” 

It will be recalled that the relationship of defendant, British Timken and French 
Timken in respect of the manufacture and sale of bearings did not originate with 
the agreement between defendant and Dewar. Ever since 1909 defendant had 
maintained the territorial market restrictions with the predecessors of British Tim- 
ken, and in France with the predecessor of French Timken. 

The agreements made in 1928 and the activities restricting commerce, were 
antedated by other agreements and activities of similar nature, licensing of patents 


* Letter dated April 5, 1933, Umstattd to H. H. Timken. 
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first served as the basis for the restrictions, but they were continued despite the ex- 
piration of the patents. Although the question, whether the early agreements 
founded on patent ownership transgressed the law may not be in issue in this case, 
the fact that in their essence they set the pattern for the restraints, is of great and 
fundamental importance. The only substantial change in the relationship of the 
parties resulting from the Dewar-defendant contract was that defendant acquired 
a stock ownership in British Timken and French Timken. The execution of the 
1928 contracts did not mark the beginning of new business contacts. They merely 
extended the restrictive arrangements which had existed for almost twenty years 
between potential competitors. 

The only conclusion which may properly be drawn is, that the restraints were 
not ancillary to the “joint venture.” To the contrary, the arrangements were made 
to carry on effectively the combination to eliminate competition between the parties 
and to frustrate any competition of outsiders. 

The underlying motive of Dewar for making the agreement which was recog- 
nized by defendant was Dewar’s desire to escape defendant’s competition and to 
continue the existing contracts. 

Both British Timken and French Timken were managed and operated by Dewar. 
Except for such powers possessed by virtue of its stock ownership and the con- 
tracts, defendant had no control over the business conduct of either. While it is 
true that officers and employees of defendant visited the plants of the two foreign 
companies from time to time to give advice in respect of improved production and 
it is also true that technological information was supplied by defendant, all such 
assistance was in support of the combination to eliminate competition among the 
parties and with others. 

British Timken and French Timken retained their corporate independence and 
jealously guarded their interests in dealings with defendant. A few years after 
the Dewar-defendant contract was made, Dewar asserted the “very separate and 
distinct entities of the various companies concerned” and Hess abandoned, even in 
name, the partnership fiction when he wrote in October of 1934: 


... some of the things we formerly did willingly and freely, without any recompense, 
as affecting only our partner Michael Dewar, and ourselves, now becomes a matter of 
these same things being done for another company in which we hold a 25 percent interest 
only. Thus, as you will see from my various future letters, we feel it is quite desirable 
to definitely set up in our new agreements several points beyond question of a doubt that 
in the past would only be the occasion of a simple letter from either of us to each other, 
thus settling any divergence of opinion in almost every instance. 


In 1948 Dewar, when his deposition were taken in London, proclaimed: “ ‘Me’ 
is British Timken.” 

It is quite obvious from these expressions of the officers of the respective com- 
panies that even if the stock investment of defendant and the cooperation between 
them indicated a pre-existent fiction of a “joint venture” or partnership in their own 
judgment, by 1934 neither believed that such relationship existed. 

The facts are that defendant did not build plants in Europe or purchase sub- 
sidiaries abroad. It simply acquired substantial interests in a dominant manu- 
facturer of bearings in England, participated in the formation of and invested in 
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the stock of a potential competitor in France. The repeated assertion that it was 
in a joint venture or was a member of a partnership does not make it so. 

Even if we were to assume, arguendo, that there was a “joint venture” between 
the parties and that an Ohio corporation could become partner in a business under- 
taking with a citizen of England or an English corporation (10 Ohio Jurisprudence 
Sections 632, 857, Ohio v. Standard Oil Co., 49 O. S. 137), no immunity is afforded 
to defendant from the violations of the Sherman Act. 

The argument is predicated on the oft quoted opinion of Judge Taft, later 
Chief Justice Taft, in Addyston Pipe & Steel Co., supra, in which restraints of 
trade resulting from a legal partnership agreement were held not to run afoul of 
the law. That decision does not uphold the type of conduct which is here attacked. 

If a joint venture or partnership is formed for the purpose of a lawful business 
enterprise and restraints result from the right to protect established business inter- 
ests no violation of law occurs. But if the association is formed for the purpose 
of continuing a combination to allocate exclusive sales territories in the world, to 
fix prices and to eliminate competition both within and without the combination, 
it cannot hide from the effects of the law under the cloak of a joint venture or 
partnership. Were it otherwise, an easy way could be found to circumvent the 
law by entering into agreements purportedly to protect a joint venture or partner- 
ship. 

Defendant also asserts that any restraints imposed by the contracts were ancil- 
lary to its agreements to furnish know-how to British Timken and other Timken 
companies. It says that the covenants by which it agreed not to compete in the 
territory in which British and French Timken were to use this know-how and 
by which each of them in turn, agreed not to compete in defendant’s territory were 
reasonably ancillary to the sale of the know-how under the contracts. It concludes 
that the law permits the restriction not to compete in each other’s territory as a 
recompense for its contribution to the foreign companies of advice and instruction 
in the manufacture of bearings and the quality of steel used and information with 
respect to inventions, discoveries and practices whether patented or not. 

In taking this position it principally relies on the Addyston Pipe case, supra. 
It is pointed out that the agreements “by the seller of property or business not to 
compete with the buyer in such a way as to derogate from the value of the property 
or business sold” and “by the buyer of property not to use the same in competi- 
tion with the business retained by the seller” were held in that case to be ancillary 
restraints not in violation of the Sherman Act. 

Defendant goes so far as to argue “that, due to the more restrictive nature 
of a patentee’s monopoly he is more restricted in the conditions which he 
may impose, than is the seller of unpatented property such as know-how, 
which is available to any member of the public who can discover it” 
and “that the legal principle which supports a patentee’s agreement not to sell in 
the licensed territory is just as applicable to one who licenses or transfers know- 
how.” 

The precise legal basis for the argument so advanced is not disclosed. Analogy 
is drawn between Fowle v. Park, 131 U. S. 88, and Dr. Miles Medical Company 
v. Park & Sons Company, 220 U. S. 373, and the instant case. 





462 THE TRADE-MARK REPORTER 39 T. M. R. 


It must be noted at the outset of the discussion of the problem, that the know- 
how furnished by defendant to the other companies was not a secret process for 
the manufacture of tapered roller bearings. Other manufacturers were admitted 
to the plants of British and French Timken, where they could observe all the 
know-how put into operation. In the extensive record of the testimony dealing 
with the assistance given by the officials and technical staff, there is no trade of 
any secret process which was implanted by them. No contention was made at any 
time that such was the case. The know-how consisted of designs, data showing 
how defendant manufactured its product, the advice of defendant’s employees and 
help of like nature. 

Reference is made to a patentee’s right to impose restrictions in respect of the 
patented products. 

The patent monopoly is so circumscribed as not to be an instrument in restraint 
of trade to a greater extent than is consistent with the privileges granted. The 
proposition of law has been firmly established that the patent does not empower 
its owner to restrain trade in processes or devices which are not embraced within 
the scope of his patent. United States v. Line Material Co., supra; Standard 
Sanitary Co. v. United States, supra; United States v. U. S. Gypsum, supra. The 
law has too jealously guarded the benefits derived from a free flow of commerce 
to permit even the reward for the development of the usual arts and sciences to 
be greater than essential to encourage inventions. 

The limitations imposed by the judicial opinions on the use of patents to restrain 
trade are too well-known to justify a lengthy discussion of them. Those opinions 
only serve as guide posts to resolve the question here presented. 

In order to sustain the argument of defendant, this Court is asked to find that 
one who transmits his skill in the manufacture of a product to another is entitled to 
a greater reward than one who is instrumental in the advancement of science by 
his inventive genius. Such finding would be obviously wrong. 

In Ethyl Gasoline Corp. v. United States, supra, 456, the court said: 


He may not, by virtue of his patent, condition his license so as to tie to the use of the 
patented device or process the use of other devices, processes or materials which lie out- 
side of the monopoly of the patent licensed. 


During the existence of the tapered bearing patents defendant could not legally 
allocate markets on processes which were not within the ambit of its patent mo- 
nopoly. Therefore, it defies all sense of logic to say that upon the expiration of 
the patents defendant could lawfully engage in like conduct and practices upon the 
theory of supplying know-how on unpatented processes. 

One who possesses greater knowledge or superior skill in the manufacture of 
a product is entitled to be fairly and adequately compensated if he furnishes his 
knowledge or skill to others. He is not entitled, however, to exact as a price for 
such contribution, complete freedom from competition. The quid pro quo for 
furnishing of know-how cannot be an absolute license to avoid the provisions of 
the Sherman Act. The harm caused thereby would be too great a tribute to knowl- 
edge and skill when viewed in the light of public policy. 

It would seem that after the lapse of years since the passage of the Sherman 
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Act, every type of economic venture has been under the scrutiny of judicial eyes 
to determine whether it clashes with the mandate of the Act. The ingenuity of 
business enterprise, however, makes it inevitable that new practices be examined 
as they arise. So in this instance a phase of business conduct must be weighed in 
the light of the general principles of the anti-trust laws without the benefit of 
specific decisions for guidance. 

We are, here, confronted with a situation, wherein a patentee upon the expira- 
tion of its patent monopoly, seeks to justify the perpetuation of the favored posi- 
tion it enjoyed by virtue of the patent through the ingenius theory of furnishing 
know-how. If lawful restraints and monopolies could be predicated on the ower- 
ship of know-how they could last ad infinitum. This Court cannot subscribe to 
such unharnessed privilege. 

The contracts to divide the world into exclusive marketing areas cannot be de- 
fended as ancillary to the transfer of know-how by defendant. 

The next contention advanced by defendant is, that if any restraints were im- 
posed by the business agreements, they were ancillary to the licensing of the trade- 
mark “Timken” to British and French Timken and therefore were not contrary 
to law. 

Neither factual nor legal justification may be found to give merit to the con- 
tention. 

Defendant maintains that the objectives which it desired in 1928 to achieve in 
respect of the mark were: 


1. The affirmation of its equitable ownership of the mark in England and in various 
portions of the British Empire. 

2. The disposition of the French and German trade-mark problems to the end that it 
would ultimately become the owner of the trade-mark registrations in those countries. 

3. The removal of any possibility of challenge to it of its registrations in certain 
European countries wherein, as has been shown, they could be questioned on the basis of 
prior use. 

4. The establishment of a reversionary right in it in the mark on termination of the 
contract with the British and French Companies. 


It is readily discernible from the recital of these objectives that defendant had 
serious doubt of its ownership of the mark in 1928 in the various territories assigned 
to British and French Timken. In fact in some markets British Timken’s predeces- 
sor was the owner of the mark. In France S. M. G. had registered it. In Germany 
one Prausnitzer was the sole owner of the trade-mark “Timken.” It is apparent 
from the testimony that defendant could not use the mark in a great portion of 
the world. 

At that time defendant was primarily concerned, therefore, not in safe-guarding 
the trade-mark rights which it then possessed, but rather in acquiring the rights 
obtained by other manufacturers, as a consequence of the early patent license agree- 
ments, in areas where defendant had agreed not to manufacture and sell. Its own 
covenants not to make or sell bearings in territories allotted to others brought about 
the situation that the trade-mark “Timken” was registered and owned by others. 

Defendant’s assertion that it was the sole equitable owner of the mark is unim- 
pressive. The agreements attempted to remedy its dubious trade-mark rights. 
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Its own counsel in England, forcibly brought the matter to defendant’s atten- 
tion in a letter on April 2, 1927 as follows: 


We are glad to note that you are endeavoring to obtain a controlling interest in 
British Timken. This is in line with our own suggestions and will put you in control 
of the trade-mark “Timken” all over the world, whereas under existing conditions, there 
is a danger that, if your present license agreement with British Timken should be ter- 
minated, you might not be able to prevent others from establishing a right to use the 
word “Timken” in certain countries from which you are excluded by the agreement from 
doing business. 


Despite counsel’s optimism concerning world control of the mark, great difficulty 
was encountered in effecting registration in many countries. 

It is true that from the inception of the business dealings with foreign pro- 
ducers and distributors, defendant scrupulously guarded its right in the trade name. 
Every agreement contained a provision that on all bearings sold, the name “Tim- 
ken” be affixed. It is also true that the officials of defendant impressed company 
counsel with the importance of the preservation of the trade-mark. But the trade- 
mark provisions of the challenged contracts were subsidiary and secondary to the 
central purpose of allocating the trade territories, specifically recited in them as 
follows: 


The Companies parties hereto for their mutual advantage and convenience in working 
have agreed to make arrangements for an interchange between them of information and 
facilities and in connection therewith to define their respective territories and for other 
purposes in manner hereinafter appearing. 


The evidence conclusively proves that defendant entered into the agreements 
not for the purpose of exercising its right to protect the trade-mark “Timken” from 
its unlawful use by British and French Timken nor to protect the public from 
British or French Timken passing off their products as those of defendant, but 
for the purpose of preventing competition in the sale of bearings. Through the 
years 1909-1924, defendant enjoyed freedom from competition, because of its patent 
monopoly. It now attempts to defend the extension of this right on the basis of 
granting British and French Timken the use of its trade-mark. 

Assuming that the restraints were reasonably ancillary to protect the trade- 
mark and that the law sanctions such ancillary restraints, defendant’s contention 
nevertheless is founded on the tenuous premises that it was the equitable owner 
of the mark outside of the marketing territory allocated to it. 

Defendant did not and could not have a right to license a trade-mark in markets 
where it did not own the mark. 

Defendant maintains that the trade-mark is its property; that the ownership 
of any property is in a limited sense monopolistic; that in the exercise of such a 
limited monopoly power, defendant has the right to exact as a consideration for 
the use of its property, an agreement with others not to compete. 

The conflict between the Sherman Act and the limited patent monopoly has 
been the subject matter of innumerable litigated cases. The courts have attempted 
to harmonize the opposing basic policies inherent in their respective economic con- 
cepts. They tried to fit the anti-trust laws within the framework of the Constitu- 
tional grant of a patent monopoly. Whether within the provisions of the Sherman 
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Act commerce may be restrained to the extent that it is reasonably ancillary to 
protect a trade-mark has not been decided or discussed by the courts. 

Trade-marks in our economic system provide the method by which one seller 
may be enabled to distinguish his goods from those of another. Fundamentally the 
basic function of the law pertaining to trade-marks is to safeguard the good-will 
of one manufacturer or distributor against the sale of another’s merchandise as his. 
Canal Co. v. Clark, 80 U. S. 311; Hanover Star Milling Co. v. Metcalf, 240 U. S. 
403. The right to protect it is bestowed by the law not only to reward business 
enterprise and prevent piracy on successful and established ventures, but at the 
same time to prevent deception of the public into believing that they are purchasing 
one product instead of another. 

The trade-mark right as all other rights is not without bounds. The owner’s 
rights are canalized within the exercise of the trade-mark’s accepted and defined 
functions. The law is replete with decisions which set out their functions and 
limitations.f 

Some of them are lucidly delineated in United Drug Co. v. Theodore Rectanus 
Co., 248 U. S. 90, 97, 98, as follows: 


The asserted doctrine is based upon the fundamental error of supposing that a trade- 
mark right is a right in gross or at large, like a statutory copyright or a patent for an 
invention, to either of which, in truth, it has little or no analogy. Canal Co. v. Clark, 
13 Wall. 311, 322; McLean v. Fleming, 96 U. S. 245, 254. There is no such thing as 
property in a trade-mark except as a right appurtenant to an established business or 
trade in connection with which the mark is employed. The law of trade-marks is but 
a part of the broader law of unfair competition; the right to a particular mark grows 
out of its use, not its mere adoption; its function is simply to designate the goods as the 
product of a particular trader and to protect his good-will against the sale of another’s 
product as his; and it is not the subject of property except in connection with an exist- 
ing business. Hanover Milling Co. v. Metcalf, 240 U. S. 403, 412-414. 

The owner of a trade-mark may not, like the proprietor of a patented invention, make 
negative and merely prohibitive use of it as a monopoly. See United States v. Bell Telephone 
Co., 167 U. S. 224, 250; Bement v. National Harrow Co., 186 U. S. 70, 90; Paper Bag 
Patent Case 210 VU. S. 405, 424. 

In truth, a trade-mark confers no monopoly whatever in a proper sense, but is merely 
a convenient means for facilitating the protection of one’s good-will in trade by placing 
a distinguishing mark or symbol—a commercial signature—upon the merchandise or 
the package in which it is sold. 


In order to resolve the instant question all that need be said is that the trade- 
mark right is not comparable to the right the owner has in a chattel or realty; it 
is not a right in gross or at large; it is not such a right as is awarded to an inventor 
in the product of his invention. United States v. Masonite Corp., 316 U. S. 265. 

Even the patent monopoly is not broad enough to encompass the power to en- 
gage in conduct and practices to eliminate competition such as were employed by 
defendant, British and French Timken. United States v. National Lead, supra; 
United States v. Line Material Co., supra; Hartford-Empire v. United States, 323 


+ Whatever extension of trade-mark rights is encompassed in the Lanham Act (Title 15 
U. S. C. Sec. 81 et seqg.), its enactment did not open the door to employ a trade-mark as an 
instrument to undermine the anti-trust laws. This is borne out with transparent clarity by its 
legislative history. 
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U. S. 386, 433; Mercoid v. Mid-Continent Co., 320 U. S. 661, 665; Standard 
Sanitary Co. v. United States, supra; United States v. Gypsum, supra; Ethyl 
Gas v. United States, supra; United States v. Masonite Corp., supra; Federal 
Trade Commission v. Beech-Nut Co., 309 U. S. 453; Interstate Circuit v. United 
States, supra; United States v. Paramount Pictures, 334 U. S. 131, 143 (see note 
12). 

A trade-mark is not the product of invention. The privileges which are ac- 
corded to the owner of a patent are predicated upon invention and are safeguarded 
to carry out the Constitutional intent to promote the progress of science and the 
useful arts. If a trade-mark were to be given the power of monopoly, it would 
not be limited in time as in the case of a patent. The public would not benefit from 
an invention and there would not be the ultimate gain which flows from the dis- 
closure of a patent. That is the foundation for the patent monopoly. 

A trade-mark brands a product as to its origin. The law empowers the owner 
or the originator of a mark to protect his wares against the imitator who seeks to 
palm off merchandise as his by the use of the same mark. He is given the right 
to enjoin such practices. The public interest is served by that protection which in 
the exercise of all rights is paramount. Deception is prevented. 

The trade-mark may become a detrimental weapon if it is used to serve a harm- 
ful or injurious purpose. If it becomes a tool to circumvent free enterprise and 
unbridled competition, public policy dictates that the rights enjoyed by its owner- 
ship be kept within their proper bounds. If a trade-mark may be the legal basis 
for allocating world markets, fixing of prices, restricting competition, the unfailing 
device has been found to destroy every vestige of inhibition set up by the Sherman 
Act. The rights pertaining to trade-marks and trade names were well known long 
before that legislative enactment was passed by Congress. It is certain that it was 
never intended that the consequences of violations of the anti-trust laws may be 
escaped by the licensing of trade-marks. 

Defendant vigorously asserts its position, that since exports and imports of anti- 
friction bearings from and into the United States in foreign commerce over the 
years have been relatively insignificant, an injunction to prevent the alleged restraints 
would be a vain and needless gesture on the part of the Court. The basic purpose 
of the Sherman Act, it says, is to ensure trade on a competitive price basis. The 
argument goes that inasmuch as there is no price competition in bearings imported 
into or exported from the United States, and since it is impossible for American 
manufacturers or foreign manufacturers to engage in the exporting or importing 
of bearings to each other’s markets on a successfully commercial basis, the illegality 
which is essential to the granting of equitable relief do not exist. 

Several days were devoted, in the trial of the case, to defendant’s effort to sus- 
tain this contention. Tables of figures were offered in addition to the statements 
of defendant’s officials, to prove that the volume of exports and imports in tapered 
roller bearings was negligible. Whether the absence of trade was the result of 
the competitive restrictions charged by the Government or of natural economic 
forces was not pointed out. 

Several witnesses testified that the economic dislocation of world markets pre- 
cipitated by the first World War, and the depression which followed, caused a 
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near chaotic condition in foreign commerce. It was augmented, they said, by the 
policies of the various nations to encourage purchase of domestic goods. The “Buy 
British” slogan was mentioned as illustrative of this program, in which nearly all 
countries engaged. The tariff regulations, the formation of the sterling bloc, the 
fluctuation of currency values, the government restrictions against imports and ex- 
ports also contributed to the net result, they maintained, that producers were unable 
to compete with foreign manufacturers on a profitable basis. They concluded that 
this condition has prevailed not only in the roller bearing industry, but it affected 
all industries. 

In the consideration of this claim the question immediately arises: If all the 
impediments to foreign trade existed ever since 1914, which became more and more 
pronounced to the present day, why were the contracting parties, defendant, British 
Timken and French Timken so concerned about airtight agreements to keep each 
one within its own commercial domain? The repeated and persistent provisions 
of the successive contracts, for territorial restrictions, contradict any claim of lack 
of ability to compete. 

Local and national pride in domestic goods and sales resistance to foreign 
made products have always been obstacles to import and export trade. The ingenu- 
ity of the American businessman, fortified by the advantages of free competition 
in many instances has been able to penetrate the strongest tariff walls. 

The evidence bears out the fact that there was and there is actual and potential 
competition in the international roller bearing market. The contracts were con- 
summated for the very purpose of regulating and restricting it. 


How else could this portion of Dewar’s testimony be explained: 


Q. Is it your intention to say that it was immaterial to you who sold as between 
American Timken and British Timken at all times, or just when you were in competiti- 
tion with S.K.F.? 

A. Our main object in life was to sell Timken tapered roller bearings. Naturally, 
I did not want the American Timken Company to sell bearings in our territory unless— 
well, in our territory. 

Q. In other words, you did not mean that as between a bearing made in Canton and 
one made in Birmingham, you did not care which was sold in your territory—they both 
have the name “Timken” on them? 

A. Yes. 

Q. But you are interested in selling bearings made in Birmingham in your territory? 

A. Yes, certainly; but if we were unable to sell a bearing made in Birmingham, we 
preferred to sell in our territory a bearing made in Canton or in France rather than a 
S.K.F. bearing made in Gothenburg. 

Q. So in other words, if you were trying to get the business from S.K.F., it was 
then that it was immaterial to you which Timken bearing was sold? 

A. Well, I should have put it the other way round; it was when S.K.F. was trying 
to get the business from us. After all, we started. 

Q. You used the phrase “common enemy” referring to Swedish S.K.F. Were they 
a common enemy at all times, or were they not during some time? 

A. They were a common enemy all the time. 

Q. And they were a common enemy at the time you entered into the arrangements 
in France in 1934, and the arrangements in England in 1932? 

A. They were largely a common enemy from the time we ever heard of them up to 
now inclusive. 
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Q. So that they were common enemy with whom you had friendly arrangements? 
A. We occasionally had a truce—like the Russians and the Germans. 


and that of William R. Timken: 


Q. Now, you said Mr. Dewar wanted to know where he stood. 

A. Yes. 

Q. In what respect? Would you be a little more explicit? 

A. Well, he wanted to know where his—what he was putting his money into. He 
didn’t want to get into a dog fight with us. 

Q. About territories in which to sell bearings, you mean? 

A. Yes, it would hardly be economical to support two sets of distributors in the 
same country, for instance. Therefore, he wanted a clear understanding of what terri- 
tories his company would serve. 


It is not purely conjecture to conclude, that had it not been for the rigid restric- 
tions provided in the contracts and their strict enforcement in actual practice, the 
volume of business with foreign countries would have been considerable in size. 
The officers of defendant admitted that the need for bearings from the United States 
was continuously shown by the inquiries made by foreign purchases. Small com- 
petitors of defendant in the United States were able to make shipments abroad on 
a relatively large scale. The last war accentuated the demand, but defendant ad- 
hered to its obligation as a member of the combination and refused to make sales. 
Forsythe’s report Klinedinst : 


We have received definite orders from their sales territories which upon being re- 
ferred to British Timken were turned down at their instructions. 


is convincing evidence of the potential competition and the destructive effect of 


the combination. 

Political and social changes have repeatedly caused fluctuations in international 
trade. Our own economy has always been affected by the currents of trade regula- 
tions abroad. But violent as the variations have been, commerce with foreign na- 
tions has remained one of the great influences on our own economic welfare. The 
provisions of the Sherman Act, pertaining to free competition with other nations, 
have not become a dead letter as a consequence of the world events of the past 
thirty-five years. 

The evidence presented is convincing that defendant, British Timken and French 
Timken have formed a world cartel in tapered roller bearings. They have divided 
the world into exclusive sales territories. They have fixed prices. They agreed 
to and have effectively eliminated competition among themselves. They agreed to 
and did attempt to eradicate the competition of outsiders. They combined with 
competitors to fix prices. The defenses offered do not constitute justifications for 
such patent violations of the anti-trust laws. 

The Government is entitled to a decree. The exact nature of the needed remedy 
to prevent future violations will be determined at a hearing set for that purpose. 
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LEVINE v. STATE LIQUOR AUTHORITY 
N. Y. App. Div. 1st Dept—May 10, 1949 


New YorK ALCOHOLIC BEVERAGE ConTrRoL LAw—REvocATION oF LICENSE—PARTICULAR IN- 
STANCES 

On facts of record, charges proven held too insubstantial to warrant complete revoca- 
tion of license. 

Determination of State Liquor Authority revoking petitioner’s license annulled; matter 
remitted to the Authority for action with respect to charges against petitioner other than 
violation of mandatory fair trade contracts. 

CONSTITUTIONAL LAW—NeEw York Fair TrapE LAw—GENERAL 

Informed opinion differs as to whether so-called “fair trade contract” legislation is related 
to the public health, safety, morals and welfare. 

Where the question of what the facts establish is fairly debatable, courts have accepted 
opinion of the legislature. 

CONSTITUTIONAL LAW—DELEGATION OF LEGISLATIVE PowER—NeEw York ALCOHOLIC BEVERAGE 
ConTro, Law 

New York Alcoholic Beverage Control Law provisions of Section 17, paragraph 12(b), 
purporting to authorize State Liquor Authority “in its discretion” to prohibit sale of 
alcoholic beverages, except pursuant to fair trade contracts, entered into in accordance 
with provisions of General Business Law, and Rule 26 of the State Liquor Authority 
respecting mandatory price fixing held invalid as an unconstitutional delegation of legislative 
power to an administrative board. 


Proceeding to review determination of the respondents, constituting the State 
Liquor Authority of the State of New York, revoking petitioner’s license to sell 
liquor at retail for consumption off the premises. Revocation of license annulled. 
Matter remitted to State Liquor Authority. 


Daniel J. Riesner (Julian Jawitz with him on the brief), for petitioner. 
Charles W. Chattaway of counsel (Alvin McKinley Sylvester, attorney), for re- 
spondents, State Liquor Authority. 


Before Peck, P. J.; GLENNON, CoHN, CALLAHAN and VAN Vooruis, J. J. 
VAN Vooruis, J.: 


Petitioner applies for the annulment of a determination by the State Liquor 
Authority revoking his store license for the sale of liquor for off-premises con- 
sumption. His original license was issued in October, 1946. His license was sus- 
pended for the periods from February 9, 1948 to February 20, 1948, and from 
July 9, 1948 to August 23, 1948, for cutting prices in violation of the Fair Trade 
Law. Finally, on March 11, 1949, his license was revoked. The revocation order 
refers to the receipt by petitioner of an unfilled order for the sale of an excess 
quantity of liquor and to one actual sale of an excess quantity to a customer, and 
to some informalities in the keeping of books and records; but the reason on ac- 
count of which petitioner’s license was revoked is clearly shown to have been the 
finding that he had violated the Fair Trade Law for the third time by cutting 


prices on sales. 
Subdivision 12(b) of Section 17 of Alcoholic Beverage Control Law, empower- 
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ing the Authority to adopt rules and regulations, specifies that for a first violation 
of such rule or regulation a license may be suspended for not exceeding ten days; 
for a second offense, it may be suspended for not exceeding thirty days and that 
for a third offense the Authority may suspend, cancel or revoke the license. Peti- 
tioner was found guilty of violating for the third time Rule 26, adopted by the 
Authority, requiring the adoption and observance of fair trade contracts fixing 
resale prices. 

Inasmuch as the other charges proven were too unsubstantial to have warranted 
the complete revocation of petitioner’s license, the revocation order must be annulled 
and the proceeding remitted to the Authority unless the cancellation of this license 
was authorized by these alleged violations of the Fair Trade Law. The attention 
of the court is directed, accordingly, to that issue. 

Article XXIV-A (consisting of Sections 369-a to 369-e) of the General Busi- 
ness Law provides that no contract relating to the sale or resale of a commodity 
which bears, or the label or content of which bears, the trade-mark, brand, or name 
of the producer or owner of such commodity and which is in fair and open com- 
petition with commodities of the same general class produced by others, shall be 
deemed in violation of any law of the State of New York notwithstanding that it 
prohibits the buyer from reselling such commodity except at the price stipulated 
by the vendor, and notwithstanding that such contract may require any dealer to 
whom the buyer may resell such commodity to agree that he will not, in turn, 
resell except at the price stipulated by such vendor or by such vendee (Section 
369-a). Wilfully and knowingly advertising, offering for sale or reselling any 
commodity at less than the price stipulated in any contract thus entered into, whether 
the person so advertising, offering for sale or reselling is or is not a party to such 
contract, is made unfair competition and actionable at the suit of any person dam- 
aged thereby (Section 369-b). In other words, if the producer of any branded 
commodity enters into a fair trade contract of this description with any buyer or 
dealer, fixing the price on resale such price must be observed on resale by all other 
buyers or dealers who have notice of said contract, whether or not they be parties 
thereto. The constitutionality of this provision was at first rejected by the Court 
of Appeals (Doubleday, Doran & Co. v. R. H. Macy & Co., 269 N. Y. 272), 
but that decision was overruled in Bourjois Sales Corp’n v. Dorfman (273 N. Y. 
167) after a similar statute of Illinois had been held to be constitutional by the 
Supreme Court of the United States in matter of Old Dearborn Distributing Co. 
v. Seagrams Distillers Corp’n (299 U. S. 183). In that case it was pointed out 
that informed opinion differs concerning whether such legislation is related to the 
public health, safety, morals and welfare, and the Supreme Court said (p. 196): 

“We need say no more than that the question may be regarded as fairly open 
to differences of opinion. The legislation here in question proceeds upon the former 
and not the latter view; and the legislative determination in that respect, in the 
circumstances here disclosed, is conclusive so far as this court is concerned. Where 
the question of what the facts establish is a fairly debatable one, we accept and 
carry into effect the opinion of the legislature (Radice v. New York, 264 U. S. 292, 
294; Zahn v. Board of Public Works, 274 U. S. 325, 328, and cases cited) .” 
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We assume, but without deciding, that it would be within the competence of 
the Legislature to determine that mandatory price fixing in the sale of alcoholic 
beverages would be a proper exercise of the police power. The important point 
for this case is that the Legislature has not done so; on the contrary, paragraph 
12(b) of Section 17 of the Alcoholic Beverage Control Law purports to authorize 
the State Liquor Authority “in its discretion” to prohibit “the sale of any or all 
alcoholic beverages . . . . except pursuant to a fair trade contract entered into in 
accordance with the provisions of Article 24-a of the general business law.” 

Price fixing in the sale of commodities has always be regarded as one of the 
most controversial of public questions, both from the viewpoints of economics and 
constitutional law. Whether mandatory price fixing shall be adopted is not a fit 
subject to be relegated to determination by an administrative board, under the 
guise of making rules and regulations to facilitate the accomplishment of its pur- 
pose to enforce the liquor laws as enacted by the Legislature. 

Under Section 1 of Article III of the New York State Constitution, “The legis- 
lative power of this State shall be vested in the Senate and Assembly,” and “This 
legislative power cannot be passed on to others” (Darweger v. Staats, 267 N. Y. 
290, 305). It is the function of the Legislature to determine fundamental matters 
of policy, such as whether or not there should be mandatory price fixing in the sale 
of intoxicating liquors. The Alcoholic Beverage Control Law is filled with specific 
directions concerning practices which the Legislature has required or forbidden 
to be followed in conducting the liquor traffic, many of which are trivial impor- 
tance compared to a requirement that all branded wines and liquors shall be sold at 
fixed prices (see Article 8, Sections 100-130, passim). 

What has been done here goes far beyond anything enacted by the Fair Trade 
Law. Such laws are primarily designed to safeguard the producers of branded 
commodities in the ownership of their brand names; the purpose here is different, 
viz., by avoiding price wars, to foster and promote temperance and provide for 
the orderly distribution of alcoholic beverages. The motivation in the latter in- 
stance has nothing to do with protecting the property rights of producers in brand 
names. Under the Fair Trade Law the existence of price fixing depends upon 
the voluntary act of the owner of the brand name in entering into or refraining from 
entering into a fair trade contract; in the present case price fixing or branded 
alcoholic beverages is made compulsory by the State Liquor Authority except as 
it may, in its unlimited discretion, choose to make exceptions. Rule 26, purport- 
ing to have been adopted by the Authority pursuant to the discretion conferred 
upon it by Section 17, subdivision 12(b), of the Alcoholic Beverage Control Law, 
states that “no licensee shall sell, offer for sale or solicit any order for alcoholic 
beverages, the container of which bears a label stating the brand or the name of 
the owner or producer, unless the manufacturer or wholesaler of such brand shall 
first have entered into a fair trade contract pursuant to Article XXIV-a of the 
General Business Law establishing minimum consumer resale prices . . . . or unless 
such licensee has applied for and obtained written permission from the Authority 
to sell, offer for sale or solicit an order for alcoholic beverages without having 
entered into a fair trade contract as hereinabove prescribed.” 
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There is a long line of decisions holding delegations of such important power 
to be unconstitutional. In Darweger v. Staats, supra, involving the price fixing in 
New York State of coal under the State Recovery Act (chap. 781 of the Laws of 
1933), the Court of Appeals said (p. 304): “Stripped of all its verbiage, and nar- 
rowing these provisions down to the real authority, we find that the Legislature 
of the State of New York has turned over to the National Administrator the question 
of determining whether there shall be price fixing in New York State of coal and 
what it shall be. The Legislature has left too many things to be determined by 
other bodies to make this law constitutional.” The circumstance that so wide a 
field of discretion was left to a national rather than to a state officer seems not to 
have been the crucial point. The court said, at p. 307: “To repeat, the Legislature 
does not declare that any emergency exists in the coal trade as conducted in intrastate 
commerce. It does not even declare that this business needs regulating. It leaves 
it entirely to an outside authority to say whether or not it shall be regulated, and 
what the regulations shall be.” 

In People v. Klinck Packing Co. (214 N. Y. 121, 138), it was said: 


The proposition is so well settled that we need not cite authorities in its support that 
the legislature cannot secure relief from its duties and responsibilities by a general dele- 
gation of legislative power to someone else. It seems to us that that is precisely and 
broadly what is here attempted. The provision as a whole means that certain employees 
shall be exempt if the commissioner of labor “in his discretion approves” (L. 1914, 


chap. 396). 
The question whether the statute shall take effect in any, all, or no cases is left wholly 
to his volition. 


That statement is precisely applicable to the discretion regarding price fixing 
which this statute purports to confer upon the State Liquor Authority. 

The direction contained in paragraph 12(b) of Section 17 of the Alcoholic Bever- 
age Control Law, that the rules and regulations of the Authority “shall be calculated 
to foster and promote temperance, and provide for the orderly distribution of alco- 
holic beverages,” does not set a standard by which the action of the Authority is 
controlled in determining whether or not there shall be mandatory price fixing. In 
arguing that price fixing is a proper exercise of the police power, the brief for the 
Authority compares it to prohibition, pointing out that if the state could prohibit the 
sale of all intoxicants, it could resort to the less drastic means of prohibiting their 
sale except at fixed prices to promote public policy. Granting that this may be 
true, it could not reasonably be argued that the Legislature could delegate to an 
administrative board the decision of the important question whether or not there 
should be statewide prohibition, even though such a delegation of power were ac- 
companied by a homily that the board should decide one way or the other in accord- 
ance with whether it deemed that prohibition would “foster and promote temper- 
ance.” 

In matter of Lyons v. Prince (281 N. Y. 557), it was held that the Legisla- 
ture may not delegate to an administrative officer power to decide whether higher 
standards and additional requirements in the construction and maintenance of build- 
ings should be exacted for the protection of public health and safety, not even 
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where higher standards and additional requirements might reasonably be exacted, 
nor where the Legislature itself has been remiss in failing to do so. 

In matter of Small v. Moss (279 N. Y. 288), it was held that the Commis- 
sioner of Licenses of the City of New York has no power to declare legislative policy, 
or to create the standards which must govern the granting of a license, and that 
the latter function pertains only to the Legislature or to the city council in the 
exercise of its legislative power. To the same effect is matter of Seignious v. Rice 
(273 N. Y. 44). 

In Packer Collegiate Institute v. University of State of N. Y. (298 N. Y. 184), 
a statute was held unconstitutional as an attempted delegation of legislative power, 
in violation of Section 1 of Article III of the state constitution, which attempted 
to empower the state commissioner of education to register and license, or to refuse 
to register and license, private schools under regulations to be adopted by him, and 
subject to no legislative standards or limitations. 

In Panama Refining Co. v. Ryan (293 U. S. 388) and in Schechter Corp’n 
v. United States (295 U. S. 495), delegations of legislative power to determine 
whether prices should be fixed were held to be unconstitutional in the absence of 
indicated policy to guide or limit the executive department in making such deter- 
minations. 

It should be borne in mind that subdivision 12(b) of Section 17 of the Alcoholic 
Severage Control Law does not direct the Authority to fix prices in accordance 
with some declared standard or policy, but delegates to the Authority the power 
to determine the important and delicate question whether price fixing of branded 
alcoholic beverages does tend to foster and promote temperance, and provide for 
orderly distribution of liquor. The constitution of the state and the orderly processes 
of representative government require that the Legislature should make such impor- 
tant decisions itself. Otherwise there is no method by which the people can locate 
responsibility for such fundamental determinations of public policy. 

Subdivision 12(b) of Section 17 of the Alcoholic Beverage Control Law like- 
wise violates Section 16 (formerly 17) of Article III of the New York State Con- 
stitution, which provides: “No act shall be passed which shall provide that any 
existing law, or any part thereof, shall be made or deemed a part of said act, or 
which shall enact that any existing law, or part thereof shall be applicable, except 
by inserting it in such act.” 

In Darweger v. Staats (267 N. Y. 290, 308), the Court of Appeals found this 
section of the constitution to have been violated, and stated: 

“The evils sought to be avoided by this prohibition were stated in People ex rel. 
Commissioners v. Banks, 67 N. Y. 568, 575, where the court said: ‘The evil in view 
in adopting this provision of the Constitution, was the incorporating into acts of 
the legislature by reference to other statutes, of clauses and provisions of which the 
legislators might be ignorant, and which affecting public or private interests in a 
manner and to an extent not disclosed upon the face of the act, a bill might become 
law, which would not receive the sanction of the legislature if fully understood.” 

The incorporation of the Fair Trade Law by reference in paragraph 12(b) of 
Section 17 of the Alcoholic Beverage Control Law, even if it were to take effect 
without being subject to the fiat of the Authority, would violate the spirit of this 
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provision of the constitution for the significant reason that the Fair Trade Law 
was adopted for a different purpose, viz., to enable the owner of a brand name to 
protect such name by fixing resale prices at its own election (Old Dearborn Dis- 
tributing Co. v. Seagrams Distillers Corp’n, supra), whereas it is incorporated in 
the Alcoholic Beverage Control Law for the purpose of facilitating the enforcement 
of the liquor laws. The Fair Trade Law is not mandatory on producers, and cannot 
be made so without being removed from its context and altered in substance. The 
Legislature is forbidden to do that except by inserting the applicable provisions of 
the old law in the new act. An illustration of the reason for this, and of the confu- 
sion and injustice which can result, may be found in the contention contained in 
the brief of counsel for the Authority, that in the process of transposing the Fair 
Trade Law from the General Business Law to the Alcoholic Beverage Control Law, 
the limitation of Section 369-b of the former has been eliminated that a person can 
violate the Fair Trade Law only by “wilfully and knowingly” advertising, offering 
for sale or selling any commodity at less than the price stipulated in the fair trade 
contract. The attorney for the Authority has argued that it is not necessary to 
show that the licensee had notice of the schedules of fixed prices in fair trade con- 
tracts made with other dealers, in order to revoke his license for disregarding them. 
The elimination of such an important qualification, without saying anything about 
it, is one of the evils expressly condemned in People ex rel. Commissioners v. 
Banks (67 N. Y. 568, 575), which inhere in the incorporation of clauses of other 
statutes by reference “‘of which the legislators might be ignorant, and which affect- 
ing public or private interests in a manner and to an extent not disclosed upon the 
face of the act, a bill might become law, which would not receive the sanction of the 
legislature if fully understood.” 

For the reasons stated, subdivision 12(b) of Section 17 of the Alcoholic Beverage 
Control Law, and Rule 26 of the State Liquor Authority respecting mandatory 
price fixing are invalid. 

The determination of the State Liquor Authority revoking petitioner’s license 
should be annulled, with $50 costs and disbursements, and the matter should be 
remitted to the Authority for suitable action with respect to the other charges 
against petitioner than violation of mandatory fair trade contracts. 

All concur. 


MANN v. PARKWAY MOTOR SALES, INC. 
S. J. C—Mass.—A pril 6, 1949 


TrapE NAMES—Worps INCAPABLE OF EXCLUSIVE APPROPRIATION—GEOGRAPHIC TERMS 
On the facts of record, plaintiff held to have failed to prove secondary meaning in the 
term “Parkway.” 
Fact that plaintiff was first in the field held immaterial, in view of the other findings. 
APPEALS—PLEADING AND PRaAcTICE—EFFECT OF FINDINGS 
In absence of a report of the evidence, appeilate court cannot overturn trial court’s findings 
except to the extent that they are inconsistent. 


Appeal from Superior Court, Suffolk County. 
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Unfair competition suit by Clifford O. Mann against Parkway Motor Sales, Inc. 
Plaintiff appeals from dismissal of complaint. Affirmed. 


W. Hadgi, of Boston, Mass., for plaintiff. 
J. S. Graham and W. J. Cusick, of Boston, Mass., for defendant. 


Before Qua, Chief Justice, and Ronan, WILKINS, SPALDING and WILLIAMs, 
Justices. 


WILKINS, J.: 


The plaintiff, under the name of Parkway Garage, is engaged in the business 
of repairing, servicing, and selling automobiles at a garage and showroom at 725- 
729 Revere Beach Parkway, Revere. The defendant is engaged in a similar busi- 
ness at 600 Revere Beach Parkway, Revere, within an eighth of a mile of the plain- 
tiff’s place of business. This is a bill of equity to enjoin the defendant from carry- 
ing on business under any name containing the word “Parkway,” and for damages 
and other relief. From a final decree dismissing the bill, the plaintiff appeals. 

The Revere Beach Parkway, commonly known as the “Parkway” in Revere, 
is a well-traveled, broad highway running through Revere and adjoining munici- 
palities. Since 1917 the plaintiff has conducted business under his own name and 
under the name of “Parkway Garage,” and a sign bearing the latter name has since 
that date been attached to the building used by him. In 1932 there were added the 
names “De Soto Plymouth,” two makes of automobiles for which the plaintiff is 
an authorized dealer. Since prior to 1932 the plaintiff has enjoyed in Revere a 
valuable business reputation for fair dealing in the business of servicing and repair- 
ing automobiles and as a skilled mechanic in the repair of automobiles, and since 
1932 in the sale and service of the two makes of automobiles. Most of the plain- 
tiff’s customers reside and most of his business has been transacted with persons 
who reside in Revere and vicinity. This valuable business reputation “in that area” 
is identified in the minds of “many of his customers and others” with his own 
individual name, but “in the minds of other persons in the same area” his place 
of business and valuable business reputation are known and identified under the 
name “Parkway Garage.” 

In September, 1946, the defendant commenced the construction of a building to 
contain a salesroom, gasoline station, and garage for the repair and servicing of 
automobiles. During the construction the defendant maintained near the building 
a sign bearing the legend “New Home of Parkway Motor Sales, Inc. Your new 
Dodge Plymouth Dealer.” The defendant was incorporated in this Commonwealth 
in June, 1946. Prior to March, 1947, it had never been engaged in business in 
Revere or elsewhere, but since that date it has engaged in business as a dealer and 
in servicing and repairing automobiles. It has sent advertising matter to about 
one thousand persons in Revere and vicinity, including at least one customer of 
the plaintiff, and has advertised in newspapers. 

Although the defendant knew prior to engaging in business that the plaintiff 
was conducting his business under the name “Parkway Garage,” it did not know- 
ingly mail advertising matter to the plaintiff's customers or intend by its adver- 
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tising or method of doing business to lead the plaintiff’s customers or the public 
generally to believe that the business of the defendant was the business of the 
plaintiff, or thus intend to appropriate the plaintiff’s business or to trade upon the 
name and reputation of the plaintiff. The instances of confusion occurring in the 
misdelivery to the plaintiff of packages and invoices intended for the defendant and 
in the misdirection to the plaintiff of telephone calls intended for the defendant 
were due to errors arising from the fact that both parties were engaged in the auto- 
mobile business in locations not far apart on the Revere Beach Parkway, each using 
the word “Parkway” in the names under which the businesses were conducted. 

There is no similarity in appearance in the respective buildings, the arrangement 
of the approaches, or in the manner or method of display of signs. There is no 
similarity in the words used in any signs except “Plymouth” and “Parkway.” The 
appearance and general arrangement of the defendant’s building and surroundings 
and its method of doing business are so distinguished from those of the plaintiff 
and his place of business that a reasonable, careful and intelligent person would 
not be misled into believing that the defendant’s place of business was that of the 
plaintiff. 

The parties are competitors for the sale of Plymouth automobiles and for the 
servicing and repairing of motor vehicles in Revere and adjoining municipalities. 
Neither sells any product on which the word “Parkway” is marked or provides 
any service designated by that word. The word “Parkway” is in common use in 
English speech. In its primary meaning it denotes a broad highway improved or 
beautified with trees or shrubs and grass plots. It is common knowledge that there 
have been for many years several parkways in Metropolitan Boston. Along the 
Revere Beach Parkway there are other establishments engaged in the servicing, 
repairing, or sale of motor vehicles and using the word “Parkway” in the business 
name. In other cities and towns in Metropolitan Boston there are establishments 
using that word in the conduct of the automobile business and other businesses. 
The plaintiff was the first user of the word “Parkway” in connection with the 
automobile service business on the Revere Beach Parkway in Revere. ‘Upon all 
the evidence,” however, the word “Parkway” had not acquired a secondary mean- 
ing as designating the plaintiff's place of business. 

The foregoing facts appear in a report by the judge of the material facts found 
by him, which, although apparently voluntary, is the equivalent of a report under 
the statute. G. L. (Ter. Ed.) c. 214, § 23, as appearing in St. 1947, c. 365, § 2. 
The evidence is not reported. Consequently, the facts reported must stand except 
to the extent that they are inferences from subsidiary findings or are inconsistent 
with each other or the pleadings. Wiley v. Fuller, 310 Mass. 597, 599. Turner 
v. Morson, 316 Mass. 678, 681. Carilli Construction Co. v. John Basile & Co., 
Inc., 317 Mass. 726, 727. 

The finding that “Parkway,’’ a word in common usage, had not acquired a 
secondary meaning as designating the plaintiff’s place of business was made upon 
“all the evidence,”’ and cannot be treated as an inference from the other facts found. 
Colby v. Callahan, 311 Mass. 727. Norton v. Chioda, 317 Mass. 446, 450. The 
existence of such a secondary meaning was an issue directly raised in the plead- 
ings. It is a necessary part of the plaintiff’s case. Ordinarily no exclusive right 
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can be had in such a word. Tent, Inc. v. Burnham, 269 Mass. 211, 213. Economy 
Food Products Co. v. Economy Grocery Stores Corp., 281 Mass. 57, 63 [23 
T. M. R. 15]. China Clipper Restaurant, Inc. v. Yue Joe, 312 Mass. 540, 543. 
First National Stores, Inc. v. First National Liquor Co., 316 Mass. 538. Union 
Oyster House, Inc. v. Hi Ho Oyster House, Inc., 316 Mass. 543. The plaintiff, 
however, in substance contends that the finding that there was no such secondary 
meaning is inconsistent with other findings and the proper inference from other 
findings (Distasio v. Surrette Storage Battery Co., 316 Mass. 133, 135). It is 
argued that the defendant knowingly “appropriated the essential features of the 
plaintiff's trade name’’; that the plaintiff had used the name “Parkway Garage” 
since 1917 and was the first user of the word “Parkway” in the automobile service 
business on the Revere Beach Parkway; and that in the minds of “some persons” 
in the same area as the plaintiff’s place of business his valuable business reputation 
is known and identified under the name of “Parkway Garage.” The precise find- 
ings on the last point are that the plaintiff’s valuable reputation in Revere and 
vicinity is identified in the minds of “many of his customers and others’ with his 
own individual name and “in the minds of other persons in the same area” with 
“Parkway Garage.”’ These fall short of findings permitting an inference that the 
words had acquired a secondary meaning as applied to the plaintiff’s place of busi- 
ness. It does not appear how many “other persons” there are, much less that they 
are a substantial number of those members of the public who would be interested 
in patronizing the plaintiff. See Nims, Law of Unfair Competition & Trade-Marks 
(4th ed.), 1038. It is entirely consistent with the findings that these “other per- 
sons” are very few. The judge surely has not found any facts indicating that 
“Parkway Garage” is “a name by which the plaintiff is generally known to the 
public.” See Staples Coal Co. v. City Fuel Co., 316 Mass. 503, 508. Indeed, the 
most cogent finding in this respect is that there are, in addition to those of the 
plaintiff and the defendant, other establishments in the same line of business along 
the Revere Beach Parkway using the word “Parkway” in the business name. 
That the plaintiff was the first in the field cannot avail him in the circumstances. 
Any presumption arising from this fact (New England Awl & Needle Co. v. Marl- 
borough Awl & Needle Co., 168 Mass. 154, 156) has disappeared with the find- 
ings. 

Whatever may be thought of the conduct of the defendant, we cannot in the 
absence of a report of the evidence overturn the judge’s findings. This is true 
not only of the decisive finding as to the absence of a secondary meaning of the 
word “Parkway,” but of other findings which that finding renders immaterial. 
Among these are the finding that a careful and intelligent person would not be 
misled into believing that the defendant’s place of business was that of the plaintiff, 
and the effect to be given to the instances of confusion in the delivery of packages 
and invoices, and the misdirection of telephone calls (Silbert v. Kerstein, 318 Mass. 
476, 478-479). 

Cases such as Blair’s Foodland, Inc. v. Shuman’s Foodland, Inc., 311 Mass. 
172; S. M. Spencer Mfg. Co. v. Spencer, 319 Mass. 331 [36 T. M. R. 123], and 
Healer v. Bloomberg Bros., Inc., 321 Mass. 476, where it was found that a name 
had acquired a secondary meaning, are distinguishable. 
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The word “Parkway” having acquired no secondary meaning as designating 
the plaintiff’s place of business, his rights are not enlarged by G. L. (Ter. Ed.) 
c. 110, Section 7A, inserted by St. 1947, c. 307. 

Decree affirmed. 








LYNN TUCKER SALES, INC. v. LEBLANC 
S. J. C. Mass —February 11, 1949 
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ConTRACTS—SALE OF BuSINESS AND Goop-WILL—CoNSTRUCTION 
Time when alterations and insertions were made held question of fact for trial judge. 
Insertion of “interest and good-will” held not to change meaning of instrument since 

even without the inserted words the instrument would have conveyed the good-will by impli- 
cation. 

From the context, words equivalent to “of the business” or “in the business” were omitted 
by mistake of the scrivener after “good-will” and before “conducted” and held that the 
instrument is to be construed as if such words were inserted. 

Agreement held to provide for conveyance to plaintiff of defendant's right, title and 
interest in his garage business together with the good-will. 

CONTRACTS—SALE OF BUSINESS AND Goop-WILL—EFFECT 
Sale of business with good-will held to imply agreement by seller not to compete with 

buyer in such manner as to derogate from the value of that which he has sold. 

UnFarir COMPETITION—SCOPE OF PROTECTION—GENERAL 
Where seller sets up competing business held it is usually a question of fact whether 

the new business does or does not derogate from the grant. 

UnFairR COMPETITION—SOCOPE OF RELIEF—PARTICULAR INSTANCES 
Seller of garage business and good-will restrained from engaging in such business 

within a radius of one-half mile from location of business sold for a period of three years 
and plaintiff awarded damages for loss of customers. 
























Appeal from Superior Court, Essex County. 
Unfair competition suit by Lynn Tucker Sales, Inc. against Joseph LeBlanc. 
Defendant appeals from decree granting injunction and damages. Affirmed. 
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G. Santeusanio, of Lynn, Mass., for plaintiff. 
D. L. Winer, of Lynn, Mass., for defendant. 
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Before Qua, Chief Justice, and LumMus, Ronan, SPALDING and WILLIAMS, 
Justices. 





WILLIAMS, J.: 












This is a bill in equity to restrain the defendant from operating a garage busi- 
ness in competition with a similar business operated by the plaintiff, and for an 
award of damages. The defendant has appealed from a final decree which enjoined 
the defendant and awarded damages in accordance with the prayers of the bill. 
The case comes to us with a report of the evidence and findings of material facts 
made by the judge. 

Previous to November 15, 1947, the plaintiff operated a garage at 212 Broad 
Street, Lynn, and the defendant a similar garage at 170 Broad Street, Lynn. The 
plaintiff owned the local franchise for the sale of Tucker automobiles and desired 
to obtain a larger place of business both for its garage activities and for the sale 





- = 
b 
: 

g 
; 









en aa 







39 T. M.R. LYNN TUCKER SALES vy. LeBLANC 479 


of Tucker automobiles when they should become available on the market. The 
defendant wished to get out of the garage business. On November 15, 1947, the 
plaintiff and the defendant executed a written agreement for the sale of the defend- 
ant’s garage, the material provisions of which were as follows: 


Now, therefore, it is mutually agreed, as follows: 1. That the seller hereby agrees to 
sell to the buyer and the buyer hereby agrees to purchase from the seller all of his right, 
title and interest and good-will conducted by the seller under the name of “Broad Street 
Garage” at 170 Broad street, in said Lynn specifically excluding the seller’s furniture, 
fixtures and automotive equipment that are now used in the said business, including how- 
ever, one work bench, fire extinguishers, lighting fixtures over wash stand and center 
aisle. . . . The lease now held by Joseph LeBlanc is to be assigned to the buyer. 


The transfer of the business presumably was effected on November 24, 1947. 
Thereafter, the plaintiff carried on the business which it had purchased, under the 
name of Lynn Tucker Sales, Inc. At the time of the transfer, the defendant 
furnished the plaintiff with a list of the customers of the garage. On May 10, 1948, 
the defendant opened a garage under the name of “Central Garage” around the 
corner from Broad Street and about fifty feet from the garage which had been sold 
to the plaintiff. The business thereafter carried on by the defendant was similar 
to that sold to the plaintiff with the addition of some “body work.” By reason of 
the opening of the defendant’s new garage, the plaintiff lost approximately eleven 
customers each of whom could be found to have paid the plaintiff about $17 each 
month. 

The judge found that the sale “included the good-will,” that the “present busi- 
ness (of the defendant) has impaired the good-will of his former business and 
that if he continues it will further derogate from the good-will which he sold,” 
and “that damage suffered by the plaintiff is $420.” A final decree was entered 
providing that the defendant pay the plaintiff $420 (as damages), and that the de- 
fendant be “enjoined and restrained from engaging in the garage business where 
he is now located, and from engaging in such business within a radius of one-half 
mile from No. 170 Broad Street, Lynn, for a period of three years.” 

The defendant contends that the words “good will” are not included in the written 
agreement for the sale. While the agreement as a whole was typewritten, on careful 
examination the words “interest and good-will” clearly appear to have been written 
in with a pen. As there is no rule of presumption in reference to an instrument 
of this character, the time when the alterations were made would commonly be a 
question of fact for the judge. Ely v. Ely, 6 Gray 439, 441, 442. Mindell v. Gold- 
man, 309 Mass. 472, 476. But if it be argued that in this case there was no evi- 
dence to warrant a finding in favor of the plaintiff that the alteration was made 
before delivery, there was also no evidence by whom it was made or that it was 
made in bad faith; moreover it did not change the meaning of the instrument, since 
even without the inserted words the instrument would have conveyed the good- 
will by implication. In Canadian Club Beverage Co. v. Canadian Club Corp., 268 
Mass. 561, 568, it is stated that where “the sale agreement omits to mention 
good-will in the transfer of a business, it is presumed that the good-will passes with 
the other assets.” In these circumstances the instrument is not rendered invalid 
in the plaintiff’s hands, even if the alteration is not shown to have been made 
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before delivery. Lee v. Butler, 167 Mass. 426, 430-432. James v. Tilton, 183 
Mass. 275, 277-278. As to negotiable instruments (now covered by statute), see 
Perry v. Manufacturers National Bank, 305 Mass. 368. 

It seems evident from the context that words equivalent to “of the business” 
or “in the business’ were omitted by mistake of the scrivener before the word 
“conducted,” and the instrument is to be construed as if such words were inserted. 
Pacific Surety Co. v. Toye, 224 Mass. 98, 99-100. Holt v. Holt, 253 Mass. 411, 
413. Revere v. Blaustein, 315 Mass. 93, 96. 

The agreement therefore provides for the conveyance to the plaintiff of the 
defendant’s right, title and interest in his garage business together with the good- 
will. As manifested by the agreement, Webster v. Webster, 180 Mass. 310, it 
was the intention of the parties that the purchaser should receive and retain the 
benefits and advantages accruing to the business from its location, reputation and 
established clientele. Moore v. Rawson, 199 Mass. 493. Murray v. Bateman, 315 
Mass. 113, 115. The sale of a business with its good-will implies an agreement 
by the seller not to compete with the purchaser in such manner as to derogate 
from the value of that which he has sold. Dwight v. Hamilton, 113 Mass. 175. 
Old Corner Book Store v. Upham, 194 Mass. 101, 104, 105. Foss v. Roby, 195 
Mass. 292. Moore v. Rawson, 199 Mass. 493, 497. Marshall Engine Co. v. New 
Marshall Engine Co., 203 Mass. 410. C. H. Batchelder & Co., Inc. v. Batchelder, 
220 Mass. 42, 44. Martin v. Jablonski, 253 Mass. 451. Where the seller sets up 
a competing business it is usually “a question of fact whether, having regard to 
the character of the business sold and that set up, the new business does or does 
not derogate from the grant made by that sale.” Old Corner Book Store v. Upham, 
194 Mass. 101, 105. For cases where it was found that the competing buciness 
derogated from the grant of the good-will, see Angier v. Webber, 14 Allen, 211; 
Dwight v. Hamilton, 113 Mass. 175; Munsey v. Butterfield, 133 Mass. 492; Web- 
ster v. Webster, 180 Mass. 310; Hutchinson v. Nay, 187 Mass. 262, 265; Rosen- 
berg v. Adelson, 234 Mass. 488; Martino v. Pontone, 270 Mass. 158; Auslyn, Inc. 
v. Rousseau, 321 Mass. 735. The cases of Bassett v. Percival, 5 Allen, 345, and 
Hoxie v. Chaney, 143 Mass. 592, on which the defendant relies, are not at vari- 
ance with the principle above stated, but decide in effect that, under the particular 
facts presented, there was no derogation from the grant. See Old Corner Book 
Store v. Upham, 194 Mass. 101, 105; Marshall Engine Co. v. New Marshall 
Engine Co., 203 Mass. 410, 421; Martin v. Jablonski, 253 Mass. 451, 456. In 
the instant case the judge’s finding of fact that the competition of the defendant 
has impaired the value of the good-will conveyed to the plaintiff cannot be said to 
be plainly wrong. No contention is made that the damages ordered paid are un- 
reasonable in amount or that the injunction is too broad. 

Decree affirmed with costs. 
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AMES COMPANY, INC. v. THE MALTINE COMPANY 


Commissioner of Patents—March 21, 1949 


TRADE-MARKS—GoOopS OF THE SAME DESCRIPTIVE PROPERTIES—PARTICULAR INSTANCES 
Hemostatic agent held goods of the same descriptive properties as reagent tablet for 
purpose of detecting presence of occult blood, under 1905 Act. 
TRADE-MARKS—CONFUSING SIMILARITY—GENERAL 
In determining question of confusing similarity the marks must be considered in their 


entireties. 
TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Hemoclot” held confusingly similar to “Hematest,” used on similar goods, under 1905 
y g 


Act. 


Appeal from Examiner of Interferences. 
Trade-mark opposition by Ames Company, Inc., against The Maltine Company. 
Applicant appeals from decision sustaining notice of opposition. Affirmed. 


Edward S. Rogers, William T. Woodson, and Beverly W. Pattishall, of Chicago, 
Ill., and Thomas L. Mead, Jr., of Washington, D. C., for opposer. 
Pennie, Edmonds, Morton & Barrows, of New York, N. Y., for applicant. 


DANIELS, A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustain- 
ing the notice of opposition to an application for registration of the trade-mark 
“Hemoclot” as a trade-mark for “hemostatic agent,” under the Trade-Mark Act 
of 1905. Opposer relies upon its prior ownership and use of the trade-marks 
“Hematest” and “Hemtest” as applied to reagent tablet for the purpose of detect- 
ing the presence of occult blood. 

No question is raised as to opposer’s ownership of its marks as applied to the 
goods specified. In contending that the goods possess different descriptive proper- 
ties, applicant states that its goods are used by physicians in treating their patients 
whereas, opposer’s goods are used by technicians in laboratories in making analyses. 
Both are, however, used by the medical profession, and there is no showing that 
both might not be used by physicians. In fact it is a matter of common knowledge 
that various tests, including blood tests, are, on occasion, made by physicians rather 
than by laboratory technicians. Upon the record presented the goods must be con- 
sidered to possess the same descriptive properties. 

In considering the similarity of the marks the Examiner of Interferences con- 
sidered only the mark “Hematest” as used by opposer and found this mark and 
applicant’s mark “Hemoclot” to be confusingly similar within the meaning of Sec- 
tion of the Trade-Mark Act of 1905. “Hemo” and “Hema” are combining forms 
from the Greek word for blood, and as such applicant argues that this portion of 
the mark posesses little or no distinctiveness so that the only similarity that may be 
considered is that between the respective suffixes “clot” and “test.” In support 
of this, applicant places much emphasis on the decisions of Miles Laboratories, Inc. 
v. Foley & Company, 32 C. C. P. A. 714, 144 F. 2d 888 [34 T. M. R. 335]; 
Affiliated Products, Inc. v. Martini, 578 O. G. 454, 66 U. S. P. Q. 325; Nion 
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Corporation v. Physicians & Hospitals Supply Co., Inc., €09 O. G. 703, 76 U. S. 
P. Q. 481. The marks must, however, be considered in their entireties and they 
are considered to be more similar to those involved in Schering & Glatz, Inc. v. 
Sharp & Dohme, Incorporated, 32 C. C. P. A. 827, 146 F. 2d 1019 [35 T. M. R. 
46], and Ciba Pharmaceutical Products, Inc. v. Vincent Christina & Co., 578 O. G. 
453, 66 U. S. P. Q. 263, than to the marks considered in the cases cited by appli- 
cant, supra. Considered in their entireties, they appear to be so similar that it is 
reasonably likely, as found by the Examiner of Interferences, that confusion in 
trade may result from their concurrent use on the goods of the parties. 
The decision of the Examiner of Interferences is affirmed. 


THE VISCOL COMPANY v. SOCONY-VACUUM OIL COMPANY, 
INCORPORATED 


Commissioner of Patents—April 8, 1949 


TRADE-MArKS—Goops OF SAME DESCRIPTIVE PROPERTIES—PARTICULAR INSTANCES 

Mixture of petroleum oils used in the manufacture of sole leather held goods of the 
same descriptive properties as mineral oil compound used for waterproofing and treating 
sole leather or soles for shoes, under 1905 Act. 

CANCELLATIONS—PROOF OF USE OF MARK—GENERAL 

Uncontradicted testimony taken in connection with documentary proofs of record held 
sufficient to establish petitioner’s priority and continuous use and not affected by the fact 
that documentary evidence as to sales during each year of the period was not introduced. 

TRADE- MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Solene” held confusingly similar to “Soleol,” used on similar goods, under 1905 Act. 
CANCELLATIONS—PrRooF OF DAMAGE—GENERAL 

Petitioner’s proof of prior use of confusingly similar mark held sufficient to maintain 
cancellation proceeding though petitioner might have no exclusive ownership of its mark 
or may not be the owner of any technical trade-mark. 

CANCELLATIONS—PLEADING AND PracticE—ErFrect oF LACK oF EvIDENCE OF CONFUSION 

Proof of confusion is not required and mere similarity of the marks is sufficient to give 
rise to presumption of damage. 

Actual use in the same commercial field over a long period of time would be entitled 
to consideration as indicating that, in spite of apparent similarity, there is no likelihood of 
confusion. 

Respondent having elected to take no testimony but to rely only upon its registration 
held not to have overcome the presumption of likelihood of confusion arising from similarity 
of the marks. 

CANCELLATIONS—DEFENSES—LACHES, ACQUIESCENCE AND EstTopPEL 

On the facts of record, respondent held to have failed to sustain burden of proving 

laches and petitioner held not barred by laches, acquiescence or estoppel. 


Appeal from Examiner of Interferences. 
Trade-mark cancellation proceeding by The Viscol Company against Socony- 


Vacuum Oil Company, Incorporated. Registrant appeals from decision cancelling 
registration. Affirmed. 


Stone, Boyden & Mack, of Washington, D. C., for petitioner. 
Bernard J. Thole, of New York, N. Y., for registrant. 
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DANIELS, A. C.: 


This is an appeal from the decision of the Examiner of Trade-Mark Interfer- 
ences sustaining a petition for cancellation and recommending that respondent’s 
registration of a trade-mark registered on September 1, 1925, and renewed, under 
the Act of 1905, be cancelled. The mark set out in the registration sought to be 
cancelled comprises the word “Solene” for “a mixture of petroleum oils used in 
the manufacture of sole leather.” 

The petition for cancellation sets up prior use and ownership by petitioner of 
the trade-mark “Soleol’” as applied to a “mineral oil compound used for water- 
proofing and treating sole leather or soles for shoes.” The products of the respec- 
tive parties consist of an oil compound used in treating or waterproofing sole leather 
and while possibly differing in composition are clearly goods of the same descrip- 
tive properties. Petitioner has taken testimony of two witnesses to establish its 
prior use of “Soleol” as applied to its product. One of these witnesses has been 
employed continuously by the petitioner and its predecessors in title since 1910. 
He has testified as a matter of personal knowledge to their continuous use of this 
mark as applied to the goods since at least 1911, and has shown that goods bear- 
ing the mark were sold and shipped continuously in interstate and foreign com- 
merce. While many of the records relating to such shipments and sales were 
destroyed both when moving the records of one of petitioner’s predecessors and in 
the hurricane and flood of 1938, many of these statements are corroborated by 
documentary evidence. 

While respondent attacks the testimony in some respects and questions the 
sufficiency thereof, the testimony of this witness is, as found by the Examiner of 
Interferences, straightforward and uncontradicted, and taken in connection with 
the documentary proofs submitted is considered sufficient to establish continuous 
use by the petitioner and its predecessors since a date prior to October 27, 1922, the 
filing date of respondent’s application for the registration sought to be cancelled. 
The William S. Merrell Co. v. Anacin Co., 27 C. C. P. A. 847, 109 F. 2d 339. 
This is not affected by the fact that documentary evidence as to sales during each 
year of the period stated was not introduced. It is however, noted that the evidence 
while adequate to prove continuous use is not considered sufficient to indicate that 
any large volume of such sales was made. The testimony of petitioner’s other 
witness also establishes use since a more recent date. 

To sustain its contention that respondent was not entitled to the registration 
for which it had made application in view of petitioner’s prior use of its mark, it 
must be found that respondent’s mark so nearly resembles that of petitioner that 
there is likelihood that confusion in trade will result from their concurrent use 
upon these goods. “Solene”’ and “Soleol” appear so similar that there could be 
no question of such resemblance unless this likelihood is negatived by other facts. 
Respondent contends that such likelihood is negatived by the fact that petitioner’s 
mark “Soleol” is merely descriptive of the goods on which it is used, suggesting 
that it is merely a contraction of the words “sole” and oil,” and that petitioner 
can, therefore, have no exclusive rights to the mark and the marks cannot be con- 
sidered confusingly similar. The question involved, however, is not the right of 
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petitioner to exclusive use of its mark, and if the marks are as already found, con- 
fusingly similar within the meaning of the Act, this similarity is sufficient to main- 
tain the proceeding even though petitioner might have no exclusive ownership of 
its mark or may not be the owner of any technical trade-mark. Vi-Jon Laboratories, 
Inc. v. Lentheric, Incorporated, 30 C. C. P. A. 916, 133 F. 2d 947 [33 T. M. R. 
211]; Trustees for Arch Preserver Shoe Patents v. James McCreery & Co., 18 
C. C. P. A. 1507, 49 F. 2d 1068 [21 T. M. R. 148]. 

Respondent relies on the fact that no instances of confusion are shown, although 
under petitioner’s proofs both have been used concurrrently since 1922. While 
proof of confusion is not required, and the mere similarity of the marks is sufficient 
to give rise to a presumption of damage, action to cancel a mark which had been 
used for many years should not be lightly taken. Noxon, Inc. v. Nox-Rust 
Corporation, 590 O. G. 537, 70 U. S. P. Q, 509. Actual use in the same commer- 
cial field over a long period of time would therefore be entitled to consideration 
as an indication that, in spite of apparent similarity, it has been demonstrated in 
practice that there is no confusion and such lack of actual confusion might well 
be persuasive as against mere presumption of likelihood of confusion in a proper case. 
For such lack of confusion to be entitled to any weight, however, it would be neces- 
sary to find that there were actual sales in the same field sufficient to overcome 
such a presumption, and to indicate that confusion would necessarily have resulted 
if there was actual similarity. No such showing exists on this record. Petitioner 
has shown continuous sales of its product under its mark to users of sole leather 
during the entire period involved. It has thereby sustained its burden of showing 
likelihood of confusion even though the sales were not large in volume. Respond- 
ent elected to take no testimony but to rely only upon its registration. While this 
is prima facie evidence of ownership and may imply use (Rosengart v. Ostrex Co., 
30 C. C. P. A. 1046, 136 F. 2d 249 [33 T. M. R. 284], it cannot be presumed 
therefrom to what extent it may have been used. It is suggested by respondent’s 
brief that respondent is a large concern and has used the mark extensively, but no 
evidence to that effect was offered. The manner of use, the extent thereof, or 
the field in which it may have been used are not shown, except as indicated by the 
nature of the product. As against this, both the petitioner’s witnesses stated that 
they had never heard of respondent’s product until an advertisement thereof appeared 
in a trade publication in 1945, and the answers to the interrogatories indicate that 
this advertisement was not previously published. One of petitioner’s witnesses 
further testified that he caused a survey of the industry to be made in 1936, in 
order to become familiar with all competing products, and that he thereafter kept in 
close touch with competitive products but never heard of respondent’s product until 
the appearance of the advertisement referred to. While respondent’s brief argues 
that this is unlikely or impossible, it took no testimony as to the extent of its use 
of the mark upon its product, or to establish any facts which might indicate that 
any survey would disclose that it was operating in a competitive field or the extent, 
if any, to which it might have sold its goods under the mark. Petitioner could 
not, of course, close its eyes to an actual use in a rather narrow field if such use is 
sufficient to come to its attention, but in view of the fact that it is testified without 
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contradiction, that an officer of petitioner-corporation, who should have been aware 
thereof after proper investigation, did not so much as hear of this mark or of respond- 
ent’s product, the mere existence of the registration does not appear sufficient to 
sustain a finding that respondent’s mark was used in such a manner or to such 
an extent that lack of instances of actual confusion would have any weight as indi- 
cating lack of confusing similarity. In the absence of such showing by respondent, 
no significance can be attributed to the lack of any evidence of confusion. 

Respondent’s claim of laches, acquiescence, or estoppel is answered by these same 
considerations. Failure to take action against use which may have been so insig- 
nificant that it could not be discovered upon investigation of competitive products 
does not appear sufficient basis for any claim of laches or acquiescence and clearly 
cannot constitute an estoppel. Petitioner by this proceeding is attempting to remove 
a prima facie claim of right to exclusive use by respondent. By this proceeding 
it asserts no exclusive right to its own, and the continuance of respondent’s regis- 
tration (which, by Section 13 of the Trade-Mark Act of 1905 was subject to can- 
cellation at any time), cannot be justified because of alleged inaction by the petitioner 
under these circumstances, if, as previously found, respondent was not entitled to 
the registration at the time it made application therefor. 

I accordingly agree with the conclusion of the Examiner of Interferences that 
the respondent has failed to sustain its burden of proving laches, and that it has, 
on this record, made no showing that respondent’s mark was used to such an ex- 
tent as to rebut the presumption of likelihood of confusion and consequent damage 
to petitioner which must result from the use of two such similar marks upon the 
products above stated. 

The decision of the Examiner of Interferences is affirmed. 





WILLIAM R. WARNER & CO., INC. v. NOVOCOL CHEMICAL MFG. 
CO., INC. 


Commissioner of Patents—April 14, 1949 


TRADE-MARKS—Goops OF THE SAME DESCRIPTIVE PROPERTIES—PARTICULAR INSTANCES 
Medicaments, namely, astrogenic substance and nikethamide for supplying deficiency in 
hormones and for restorative in case of shock held goods of the same descriptive properties 
as vitamin composition, under 1905 Act. 
OPPOSITIONS—DEFENSES—PUBLICATIONS AND THIRD Party REGISTRATIONS 
Publications and third party registrations cannot be used to attack validity of opposer’s 
mark or to limit its scope. 
TrADE-MARKS—Worps CAPABLE OF EXCLUSIVE APPROPRIATION—PARTICULAR INSTANCES 
The term “thera” held not descriptive nor to be commonly recognized as meaning 
“therapeutic.” 
TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Therapules” held confusingly similar to “Theravita,” used on similar goods, under 
1905 Act. 


Appeal from Examiner of Interferences. 
Trade-mark opposition by William R. Warner & Co., Inc. against Novocol 
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Chemical Mfg. Co., Inc. Applicant appeals from decisions sustaining notice of 
opposition. Affirmed. 


John M. Leach and Robert B. Clark, of New York, N. Y., for opposer. 
Ward, Crosby & Neal, of New York, N. Y., for applicant. 


DANIELS, A. C.: 


This is an appeal from the decision of the Examiner of Trade-mark Interfer- 
ences sustaining an opposition to an application for registration of the notation 
‘“Therapules,” under the Trade-Mark Act of 1905, as a trade-mark for “medica- 
ments, namely, estrogenic substance and nikethamide useful for supplying defi- 
ciency in hormones and for a restorative in case of shock, respectively.” 

The opposer relies upon its ownership and prior use of the trade-mark 
“Theravita,” as a trade-mark for “a vitamin composition,” and has proven owner- 
ship of a registration thereof, under the Act of 1905, No. 406,197, registered March 
14, 1944. No question is raised as to prior use of that mark by opposer for the 
products named. 

The products of each of the parties are medicinal products, which under long 
established authority are considered to be goods of the same descriptive properties. 
Applicant has, however, submitted evidence that its goods are sold exclusively to 
doctors and dentists, and are so prepared and packaged as to be suitable only for 
hypodermic administration, and are not sold to the general public, either with, or 
without, prescription. Similar products are, however, sold for oral administration 
direct to the public, and neither the application nor any registration which might 
be issued thereon is or would be limited to such products sold in the manner stated. 
The products of the parties are considered clearly to be goods of the same descrip- 
tive properties. 

Applicant further contends that there is not sufficient resemblance between the 
marks of the parties, and that there is no likelihood that confusion will arise from 
concurrent use of the marks on the goods named. This contention is based to a sub- 
stantial extent upon the contention that “thera,” common to the marks of the 
parties, is descriptive and is an abbreviation or contraction of “therapeutic.” This 
same question was considered in William R. Warner & Co., Inc. v. Wm. S. Merrell 
Co., 80 U. S. P. Q. 376, involving opposer’s mark, and it was there found that 
there was no descriptive significance to this prefix which would be apparent to the 
ordinary purchaser. In this case applicant refers to certain publications and regis- 
trations which were not all considered on the record in the earlier case. These 
cannot, of course, be used to attack the validity of opposer’s mark or to limit the 
scope thereof. Considered as illustrations of use of the prefix, for the purpose of 
demonstrating its alleged descriptive significance in the same manner as dictionary 
definitions might be considered they do not appear to be sufficient to indicate any 
common recognition of this prefix as meaning “therapeutic.” As found by the 
examiner, the term “thera” is not a common word of speech nor has it been estab- 
lished that it has acquired any descriptive meaning to the public. 

Considered in their entireties, the points of similarity between the marks rather 
than their dissimilarities predominate. Applicant relies upon the decision in The 
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Borden Company v. Vitamins & Pharmaceuticals, Inc., 616 O. G. 1137, 79 U. S. 
P. Q. 86. That case, however, was based primarily upon the substantial difference 
in the nature of the goods involved. 

Considered in their entireties, the marks of the parties appear so similar that 
there is reasonable likelihood that confusion will result from the concurrent use of 
these marks upon the goods of the parties. 

The decision of the Examiner of Trade-Mark Interferences is affirmed. 


THE VIRGIN ISLANDS COMPANY v. W. A. TAYLOR & COMPANY 
Commissioner of Patents—April 18, 1949 


TRADE-MARKS—Worps CAPABLE OF EXCLUSIVE APPROPRIATION—PARTICULAR INSTANCES 

“Government House” held not inherently incapable of use as trade-mark nor likely to 
lead purchasers to believe that the United States Government produced or sponsored rum. 

“Government House” and pictorial mark held to have neither possessed nor acquired 
any governmental signification and not to be improper subject matter for adoption and use 
by private concern, such as respondent. 

TRADE-MARKS—GOVERNMENT CORPORATIONS—GENERAL 

Petitioner corporation chartered by Colonial Council for St. Thomas and St. John of 
the Virgin Islands held not a corporation organized by Congress as an agency of the Gov- 
ernment; and even such a corporation would not be entitled to special prerogatives or 
exemptions from the ordinary rules of trade-mark law. 

Petitioner held not “the Government” but to have broad powers to acquire and dispose 
of property without any special Congressional authorization and to have disposed of its 
rights; and held that the Government had not at any time been the owner of respondent's 
marks. 

TRADE-MARKS—ACQUISITION OF RIGHTS—GENERAL 

Fact that petitioner rather than respondent manufactured rum held immaterial; it is well 
settled that trade-mark rights may be acquired by sale of goods manufactured by others 
and one who purchases goods manufactured by others to sell under his own mark acquires 
trade-mark rights. 

Casual local sale by manufacturer, under respondent’s label, with permission of respond- 
ent, held of no consequence; and rights, if any, so acquired by petitioner held to have 
passed to respondent by contract and subsequent action. 

Mere origination of mark without trade-mark use held to give rise to no rights. 

CANCELLATIONS—USE OF MARK—GENERAL 

On facts of record, petitioners contention as to nonuse by respondent held clearly 
negatived. 

CANCELLATIONS—DECEPTIVE MARKS—GENERAL 

Ruling of Alcohol Tax Unit of Bureau of Internal Revenue refusing approval to 
respondent’s new labels, bearing its marks here involved, upon ground that the trade-marks 
were associated with rum originating with the Government, held not controlling in cancella- 
tion proceeding, as against facts shown by extensive record herein and because ruling was 
made under a different law. 


Appeals from Examiner of Interferences. 
Two trade-mark cancellation proceedings by The Virgin Islands Company 


against W. A. Taylor & Company. Petitioner appeals from dismissal of petitions. 
Affirmed. 


Joseph B. Goldman, of Washington, D. C., for petitioner. 
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Arthur H. Stuart, of Detroit, Mich., Lancaster, Allwine & Rommel, of Washing- 
ton, D. C., and James F. Hoge, L. B. Stoughton and Andrew J. Graham, of 
New York, N. Y., for respondent. 


DaNIELs, A. C.: 


Petitioner appeals from the decision of the Examiner of Trade-Mark Interfer- 
ences dismissing its petitions for cancellation of two registrations of trade-marks 
for rum, both registered under the Trade-Mark Act of February 20, 1905. The 
trade-mark disclosed in registration No. 347,776, registered July 6, 1937, involved 
in cancellation No. 4729, consists of the words “Government House”; the trade- 
mark disclosed in registration No. 350,837, registered October 5, 1937, involved in 
cancellation No. 4728, consists of a tropical land and sea scene, including a colonial 
mansion overlooking a harbor, together with the representation of a sail boat. 

These cases have been submitted on the same record and briefs, and while cer- 
tain considerations applying to the words may not apply to the pictorial trade-mark, 
at least to the same degree, they were disposed of by the Examiner of Interferences 
in a single decision and will be so considered on this appeal. 

It is petitioner’s contention in requesting these cancellations, pursuant to Section 
13 of the Trade-Mark Act of 1905, that respondent was not entitled to the use 
of the marks shown in the registrations at the time of its application for registra- 
tion thereof, because : 


(a) by right of prior adoption and use of the marks and because of their inherent 
and acquired governmental signification, the Government, through petitioner, has at all 
times been the owner thereof, and 

(b) the marks are not a proper subject matter for registration by a private party 


such as respondent... . 


It is further contended by petitioner that the marks should be cancelled in ac- 
cordance with Section 13, supra, in view of nonuse thereof by respondent. 

Petitioner is a corporation chartered by the Colonial Council for St. Thomas 
and St. John of the Virgin Islands, on April 9, 1934. Its three shares of stock 
are owned by the Secretary of the Interior, the Assistant Secretary of the Interior, 
and the Governor of the Virgin Islands, in trust for their successors in office, the 
beneficial interest in these shares being held for the Government of the United States. 

It was organized by the officials above named, then in office, for the purpose 
of assisting in the economic rehabilitation of the Virgin Islands, which at the time 
were suffering from acute conditions of depression, and to relieve unemployment 
in the Islands which was then widespread. The corporate charter gives the peti- 
tioner broad powers to engage in all types of business and manufacturing, to pur- 
chase, sell, mortgage, lease, and otherwise deal in all kinds of real and personal 
property, and, in general, to carry on all other business which might be necessary, 
or desirable, to carry out its objectives. The charter provides that it may sue or 
be sued in its corporate name. 

Shortly after its organization in April, 1934, petitioner entered into certain 
operating agreements with the United States of America, acting through the Secre- 
tary of the Interior, by the terms of which it undertook the management of certain 
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estates and properties (including a distillery) in the Virgin Islands, which property 
had been purchased by the Government with funds supplied by the Federal Works 
Administration. Under the terms of these operating agreements the records of 
receipts and expenditures of the corporation were to be maintained and audited as 
prescribed by the Auditor General and the Secretary of the Interior of the United 
States. Petitioner has continued to operate such property and to provide employ- 
ment for the residents of the Virgin Islands. It has engaged in the raising of 
sugar cane on the properties turned over to its management under the operating 
agreements, and has manufactured rum, utilizing the cane raised through its agri- 
cultural activities. The raising of the cane provided extensive employment in the 
Islands, but has been an unprofitable endeavor, the rum operation being relied upon 
for the income necessary to carry on the other business of the corporation and to 
carry out its economic and social objectives. It has also engaged in certain other 
types of farming and certain other business activities not pertinent to this proceeding, 
and which constituted only a small portion of its activity. As stated by the witness 
Ickes, “it was a rum operation primarily.” (Record P. 39.) 

When the property was taken over, some rum was on hand, and the distillery 
first produced rum under petitioner’s management in the spring of 1935. By 
late 1936 a stock of rum sufficiently aged for the market had been built up, but 
only a few small sales in bulk and under the name “St. Croix Rum” had been 
made. To continue the distilling operation and to finance the business of petitioner 
and carry out its objectives, it was necessary to find a sales outlet or outlets for 
the rum. After investigation of potential markets, marketing methods, and negotia- 
tions looking toward prospective outlets for the rum produced and to be produced, 
petitioner on October 8, 1936, entered into an agreement with respondent (peti- 
tioner’s Exhibit 8) by the terms of which respondent was appointed “sole agent 
and distributor for the United States of America” to market and sell such rum. 
The contract was to continue in force for a period of one year with an automatic 
renewal for the period of two years, unless terminated by respondent. The rum 
was to be sold to respondent f.o.b. steamship at St. Croix, Virgin Islands, title 
passing to respondent at that point; transportation, freight, and other charges to 
be paid by respondent. Suitable provisions as to price, packaging, and other usual 
terms were included. It was specifically agreed that none of the advertising or 
labels of respondent “shall contain any reference to the United States Government 
or the Federal Government,” unless first approved by the Secretary of the Interior. 
The contract included a specific paragraph as to trade-marks, as follows: 





11. TRADE-MARKS. The brand and trade-marks shall be the property of the im- 
porter (respondent) and may be registered by it in its name. If at the end of one year 
from the date hereof the importer does not renew this contract then the importer agrees 
to transfer and assign the trade-mark and any registration thereof to the shipper. If said 
contract is renewed for a period of two years and during the period this contract is in 
effect the importer shall liquidate its business or discontinue the importation or sale of 
alcoholic liquor, then the shipper shall have the option to purchase the trade-mark either 
in its own name or in the name of its assignee or designee. In the event the shipper ex- 
ercises the option to purchase said trade-mark the shipper shall pay the importer a price 
to be determined by the appraisal of two appraisers, one of whom shall be appointed by 
the shipper and the other by the importer, with power to such appraisers to appoint a 
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third appraiser in case they cannot agree. The shipper for sixty days after such appraisal 
shall have been made and a copy delivered to the shipper shall have the option of pur- 
chasing said trade-mark and any registration thereof; such option to be expressed in 
writing, and on the payment of said appraisal amount within sixty days after October 8, 
1939, the importer shall deliver to the shipper an assignment in form sufficient to convey 
good title to said trade-mark and any registration thereof to the shipper, and also in 
form to record any assignment of registration of trade-mark in the United States Patent 
Office. Any assignment of trade-mark hereunder shall not include the name of W. A. 
Taylor & Company or Taylor. After any assignment of the trade-mark the importer 
may continue to sell any rum it has on hand without re-labelling in the event shipper 
does not purchase or cause the purchase of said rum on hand as hereinafter provided. 
(Petitioner’s Exhibit 8.) 


A number of modifications in this agreement (not pertinent to any questions here 
involved) occurred during the actual operation, and on November 30, 1936, the 
automatic extension of its term was changed from two years to five years. ( Peti- 
tioner’s Exhibit 9.) On March 30, 1940, the original agreement was terminated 
by consent and a new agreement for a term of five years (Petitioner’s Exhibit 16) 
was executed by the parties in place thereof. While there were certain changes in 
the provisions of the new contract, which have no bearing on any points here under 
consideration, the principal provisions and method of operation were the same. With 
respect to trade-marks, paragraph 11 was retained with the exception of the intro- 
ductory sentences, which were changed and read as follows: 


11. Trade-Marks. The brand and trade-marks are and shall continue to be the 
property of the importer and may be registered and reregistered by it in its name. If dur- 
ing the period this contract is in effect the importer shall liquidate its business or discon- 
tinue the importation or sale of alcoholic liquor, then the shipper shall have the option to 
purchase the trade-mark either in its own name or in the name of its assignee or designee. 


The first labels were delivered to the distillery to be used on bottles for ship- 
ment to the respondent on March 16, 1937, and the first sale of rum under such 
labels was made by petitioner on March 23, 1937. Thereafter, the parties operated 
under the agreement referred to until the expiration of the last mentioned contract 
(Petitioner’s Exhibit 16), which by its terms expired on March 30, 1945, and was 
not renewed. 

The trade-marks shown in the registrations sought to be cancelled were selected 
shortly after the execution of the first agreement between the parties on October 
8, 1936 (Petitioner’s Exhibit 8, supra), both having been used together on all 
sales of the rum by respondent at all times. There is much testimony in the record 
as to the circumstances surrounding their adoption and the reasons therefor. Upon 
signing the contract both parties to the agreement were anxious to begin the actual 
sales of the rum, and various names were suggested, both through respondent’s 
advertising staff and agency and petitioner’s personnel, and Government officials 
who were interested in the petitioner’s activities. That some name having a Gov- 
ernmental connotation was considered desirable as evident from the testimony and 
exhibits. This was not, however, the only basis of selection. The actual name 
“Government House” was suggested by the then Governor of the Virgin Islands, 
who stated that it had both a “governmental connotation” and a “West Indian and 
’ it being explained that “Governors and Chief Executives in 


tropical connotation,’ 
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the West Indies reside in Government houses rather than in executive mansions.” 
As stated by the then Secretary of the Interior, in his testimony (Record, page 30), 
the name was considered desirable as indicating “that it was a Government-inspired 
product.” In recommending its adoption, after various other marks had been con- 
sidered and dropped, either because they were considered undesirable or were found 
to be unavailable, the then Governor Cramer stated: 


The merit of the name is that it has a definite governmental connotation and especially 
a West Indian and tropical connotation. As you know governors and chief executives 
in the West Indies reside in government houses rather than in executive mansions. 
Although that fact may not be known to the rank and file of people in the United States, 
it is known to many of the vast horde which annually takes part in the mass tourist 
movement into the Caribbean. It would not be difficult to establish the meaning of the 
name by appropriate advertising throughout the country. The name seems to me to have 
dignity, which the other two names mentioned above cannot be said to have. Parentheti- 
cally I may add that the name is also a true statement of fact. At the present time, 
at least, “Vico” rum is the vin de pays which is served at Government House on all 
appropriate occasions. (Petitioner’s Exhibit 28, dated January 8, 1937.) 


In Petitioner’s Exhibit 3, commenting upon this recommendation it was stated: 


“Government House” has a further tropical connotation. In all colonial possessions 
there is a “Government House.” It connotes dignity, good taste, good quality. It sug- 
gests that this brand is the kind which the Governor himself consumes. With a proper 
label, the idea of a mellow mansion steeped in tradition is further emphasized. The ap- 
pended sample label prepared at my request can be improved upon. 


It is clear that the representatives of the petitioner and the other interested Gov- 


ernment officials, anxious to promote the commercial enterprise necessary to carry 
out the economic and social objectives which inspired their interest, were active in 
proposing that these marks be adopted, and cooperated with respondent in con- 
nection therewith. Respondent, however, also participated, and was the one who 
was actually required to accept and adopt the mark in accordance with the contract. 
Respondent actually prepared the labels, paid the artist, and caused them to be 
manufactured. 


In considering the petitioner’s contentions as to ownership of the marks, it should 
be remembered that at the time the parties entered into their first agreement, peti- 
tioner had a substantial amount of rum on hand, but no channels for distributing 
it, except for a few bulk sales above referred to. Having no trade, it had no trade- 
marks, and until suitable provision for packaging and distributing the product was 
made, no good-will could become associated with such rum. The respondent sup- 
plied this requirement. At the time of entering into the contracts above referred 
to, and at the time of the original use of these marks, it was obviously the intent 
of the parties that petitioner would manufacture the rum and that the marketing 
of the rum and all other commercial activities in connection therewith would be in 
the hands of the respondent. That it was contemplated at that time that the re- 
spondent was to be, and continue to be, the owner of the trade-marks to be adopted, 
in the absence of certain contingencies which did not arise, is entirely clear from 
paragraph 11 quoted above, and that this was the construction by the parties after 
their adoption, is confirmed by the language used in continuing that paragraph in 
the later agreement (Petitioner’s Exhibit 16) also quoted. Nothwithstanding this, 
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it is now contended that the trade-marks were not, and are not proper subject 
matter for ownership and registration by a private party in view of their inherent 
and acquired governmental signification, and that accordingly, respondent was not 
entitled to ownership of the marks at the time of filing the applications for their 
registration. This obviously applies with greater force to the registration of “Gov- 
ernment House” than of the pictorial trade-mark, although petitioner contends that 
because of the fact that they have been used together at all times, that the signifi- 
cance is the same. For the purposes of this decision it is not considered necessary 
to determine whether or not there may be any differentiation between them. 

“Government House” does not appear to be inherently incapable of adoption 
and use as a trade-mark because of its governmental significance as contended by 
petitioner. It does not, per se, appear to indicate origin or ownership by the United 
States Government, or any other government. As pointed out by the Examiner 
of Interferences, there are numerous kinds of government, for example, state, muni- 
cipal, colonial, foreign and provincial. Considering the marks in and of themselves, 
and without any explanatory matter, it is not believed that the use of these words 
as a trade-mark for any product would lead the purchasing public to suppose that 
the United States Government produced or sponsored the product. The Examiner 
of Interferences referred to the use of “White House” for grocery products, and 
“President” for suspenders, respectively involved in Dwinell-Wright Company v. 
White House Milk Company, Inc., 132 F. 2d 822, 56 U. S. P. Q. 120; and Presi- 
dent Suspender Co. v. Macwilliam, 238 F. 159. It seems clear that no one would 
regard grocery products or suspenders, bearing these marks, as emanating from the 
executive mansion, or sponsored by any President of the United States. The same 
comments would apply to numerous other marks, which, it is a matter of common 
knowledge, are in use for various products, for example, “Federal,” “Senate,” “Con- 
gress,” “Congressional,” “House of Lords,” and similar notations. In view of the 
generality of the term and its “West Indian connotation,” and other implications 
inherent in the words, above referred to, as well as the specific provisions against 
any reference to the United States or Federal Government which were carried out 
in the performance of the contract, “Government House” appears even further re- 
moved from any indication of origin with the Federal Government than the other 
terms above referred to. The comments of the Supreme Court in Hamilton-Brown 
Shoe Company v. The Wolf Brothers & Company, 240 U. S. 251, 1916 C. D. 281, - 
with reference to the trade-mark “American Girl” also seems pertinent: 


It does not signify that the shoes are manufactured in America, or intended to be 
sold or used in America, nor does it indicate the quality or characteristics of the shoes. 


I accordingly agree with the Examiner of Interferences that there is no inherent 
government signification in the marks. 

The petitioner contends that even assuming this lack of inherent governmental 
connotation, the marks have been used in such a manner that they have acquired 
“governmental signification” and that their use to denote any other origin would 
be a deception of the public and against public policy. It is true that both parties 
in adopting the marks referred to possible “governmental connotation thereof,” and 
that respondent in particular desired to use direct reference to the Government in 
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its advertising. (Petitioner’s Exhibit 17 and 26.) It was, however, forbidden to 
do so by contract, and authorization to use any such reference was refused, and no 
such reference was made. The following statement or one of similar import ap- 
peared at the bottom of the bottle label: 


Distilled directly and solely from cane juice by 
VIRGIN ISLAND CO. ST. CROIX 
. & 
A Virgin Island 
Government Corporation 
Sole Agents for U.S.A.—W. A. Taylor 
& Co., N.Y.C. 
(Petitioner’s Exhibit 29) 


For a period during the war a further statement that it was bottled in the United 
States by a concern designated by respondent appeared. (Respondent’s Exhibit 2.) 
This in no way connects the product with the United States Government. The 
marks as selected, adopted, and used were therefore ones which were available to 
petitioner and which were used in a manner which clearly stated the actual facts, 
and which did not preclude their use as a trade-mark or render them improper 
subject matter for adoption by respondent. There is nothing in the marks them- 
selves as used nor in the language used on the labels, which would indicate that the 
marks were unavailable to a private concern such as respondent, nor which would 
preclude petitioner’s cooperating in such selection and use as a protection to the 
public because of any governmental signification. To find otherwise in view of the 
careful consideration given these marks by the parties, and the provisions of the 
contract as to their ownership and use, particularly in view of the precaution taken 
against reference to the United States Government, would be to find that not only 
the parties to this proceeding, but the Government officials who cooperated in the 
selection of the mark and encouraged its use, and the authorities who approved 
the label intended or approved the perpetration of a fraud upon the public. Since, 
however, all parties were meticulously careful to state the actual facts, and the only 
reference was to “a Virgin Islands Government Corporation” no such conclusion 
can be reached unless respondent, by advertising, or other means aside from the 
use of the labels, has created such a false impression. Any such possible acquired 
governmental signification would probably have come into existence after adoption 
and registration, and therefore relate to the question of nonuse rather than of that of 
right to use at the time of application, but would apply to some extent to both 
questions. 

The parties have submitted a large number of specimens of advertisements by 
which the sale of the product was promoted by respondent. The record indicates 
that copies of all of respondent’s advertising was made available to petitioner’s 
counsel, and that these specimens therefore present every type of advertising which 
was used. In none of this advertising is there any statement, nor, in my opinion, 
any suggestion, that the rum is manufactured or sold by the United States Govern- 
ment, or that the Government sponsored or participated in its sale. In the early 
advertising, particularly when the product was introduced into a new territory, 
reference was made to the activities of petitioner. The usual manner of setting 
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this out was to include in the advertising a statement entitled “Here’s the Story 
Behind This Rum.” A typical example of this, taken from Petitioner’s Exhibit 
No. 75, reads as follows: 


HERE’S THE STORY BEHIND THIS RUM 


Something had to be done. It was. The Federal emergency relief organization stepped 
in to put the Islands on a self-supporting basis, formed the Virgin Islands Company. Idea 
was to stop the need for growing Federal subsidies and give work instead of charity. 
First thing was to help natives produce sugar more efficiently. Next was to produce 
rum. Private capital was invited to set up a large scale distillery—was invited for three 
years. Private capital wasn’t interested. Out of necessity, a distillery was bought, 
started operations in 1934. The idle of the Islands were called off relief rolls onto 
payrolls at honest work. The rum they’ve been making and aging is called Government 
House, as fine a rum as distilling science knows how to produce. 


This frequently appeared in a box which was subordinate to the headlines featur- 
ing the rum, statements as to its quality, etc., picture of the bottles and other 
laudatory material. While a conspicuous part of the advertisements, it is not the 
most prominent portion and is not given undue emphasis. While this wording 
varied in detail, it is the usual advertising statement which refers to the origin of 
the rum. There is also mention of petitioner as the manufacturer of the rum in 
some advertisements, which was usually much the same form as in the bottle label 
above referred to, i.c., a statement that it was distilled by the “Virgin Island Co.,” 
which was stated to be a “Virgin Islands Government Corporation.” If the public 
were sufficiently interested in the details of this advertising material to read these 
statements, there was only one conclusion which could be drawn, and that was, 
that the product was that of the respondent which had been distilled by the petitioner. 
If the public did not read this, there is nothing in the advertising material sub- 
mitted from which any information or inference could be drawn as to any connec- 
tion with any government or governmental agency. It could not be construed as 
indicating that it was a product of the United States Government. 

It appears doubtful from the record that there was any reference to the peti- 
tioner’s activities in the advertising except in the introductory advertising cam- 
paigns in various sections of the country and it seems clear that there was none 
after 1939, other than naming it as the distiller. “The Story Behind the Rum” 
and similar statements were apparently dropped. The petitioner emphasizes one 
style of presentation used in the later advertising which featured “The Government 
House Guard,” represented in the copy presented by a fanciful figure of a “guard” 
in what appears to be a tropical uniform. It is not clear why this would claim or 
suggest any governmental origin, as certainly the character illustrated could not be 
confused with any actual, or fanciful representation of an individual dressed in 
any uniform of the United States Armed Services. To suggest any governmental 
connotation from this particular piece of advertising whimsy (which was used in 
connection with various wartime programs such as Guarding Against Misuse of 
Scarce Material, or Disclosure of Information), would be going beyond the realm 
of probability. It is therefore clear, in my opinion, that the marks in question 
neither possessed nor acquired “any governmental signification.” 

Nor can the fact that the petitioner is referred to on the labels change this con- 










Ha eons Se 





39T. M.R. VIRGIN IS. CO. v. TAYLOR & CO. 495 


clusion. Petitioner is a corporation having all of the usual powers of a commer- 
cial corporation, chartered by the proper authorities of the Virgin Islands. While 
organized at the instance of certain governmental officials for aid in effecting eco- 
nomic relief and rehabilitation of the Virgin Islands, it is not a corporation organ- 
ized by Congressional action as an agency of the Government. Nor, even if it were 
such a corporation, would it be entitled to special prerogatives, or exemptions from 
the ordinary rule of trade-mark law, nor to other specific exemptions. Reconstruc- 
tion Finance Corporation v. J. G. Menihan Corp., et al., 312 U. S. 81, 48 U.S. P. Q. 
264. 

The petitioner appears to suggest, in this connection, the fact that it, rather than 
respondent, manufactured the rum, precludes respondent from ownership of the 
marks. That trade-mark rights may be acquired by the sale of products manufac- 
tured by others, and that one who purchases goods manufactured by others to sell, 
may acquire trade-mark rights is well established. A. Bourjois & Co., Inc. v. 
Katzel, 260 U. S. 689; Charles La Lanne v. F. R. Arnold & Co., 17 C. C. P. A. 
925, 39 F. 2d 269 [20 T. M. R. 174]; Scandinavia Beliing Co. v. Asbestos & 
Rubber Works of America, Inc., 257 F. 937; M. B. Fahey Tobacco Co. v. Senior, 
247 F. 809 (partially reversed on other grounds, 252 F. 579). The respondent 
herein is not in the position of a distributor or agent who has been granted rights 
by a manufacturer, under existing trade-mark rights, and continues as agent or 
licensee to carry on a business under those marks for the benefit of his principal 
or with provision for reversion as in Smith v. Dental Products Co., Inc., et al., Circuit 
Court of Appeals, Seventh Circuit, 140 F. 2d 140, 60 U.S. P. Q. 260, and Lawrence- 
Williams Co. v. Societe Enfants Gumbault et cie, 22 F. 2d 512. While the agree- 
ments (Petitioner’s Exhibit 8 and 16) referred to respondent as an agent and 
distributor, there is no indication of any agency relationship in either contract or 
in any of the actions performed under the agreements. Petitioner as a manufacturer 
merely sold rum to respondent, title passing at the point of manufacture, and all 
freight, insurance, and other expense being borne by respondent. Upon title pass- 
ing, the problem of disposal of the rum was entirely that of respondent. Petitioner 
neither participated in the advertising expense, nor undertook any risk of loss or 
failure to resell the product, once title had passed to respondent. As specifically 
provided by the agreements, respondent was to be, and continue to be, the owner 
of any trade-marks affixed to the rum in the absence of a right to an assignment 
thereof in the event of the happening of certain contingencies, during the term of 
the agreements, which never came to pass. Even in the event of such contingencies 
the parties recognized the actual property right of respondent in the marks by pro- 
viding that payment therefor would have been required in the event petitioner had 
become entitled to such an assignment. This is rather a case such as Scandinavia 
Belting Co. v. Asbestos & Rubbber Works of America, Inc., supra, and Distillers 
Brands, Inc. v. The American Distilling Company, District Court S. D. N. Y., 26 
F. Supp. 988, 41 U. S. P. Q. 136, in which the distributor was the actual owner, 
and no right to ownership existed on the part of the manufacturer, who actually 
made the goods. See also President Suspender Co. v. Macwilliam, supra. 

Petitioner further contends that respondent was not entitled to ownership of 
the marks at the time it made applications for registrations therefor, since it is 
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alleged that petitioner originally adopted and used the marks and never did or 
never could alienate title thereto. The first sales of the rum bearing the marks 
in question made after the labels and bottles were shipped to petitioner by respond- 
ent in March, 1937, were made by petitioner to a local liquor store in the Virgin 
Islands. This was, however, a casual sale of the product bearing labels furnished 
by respondent in accordance with the agreement between the parties. (Petitioner’s 
Exhibit 8, supra.) That in this sale it was recognized by petitioner that respondent 
was the owner of the marks is evident since petitioner requested respondent’s per- 
mission to make such sales, and they were consented to by respondents, both parties 
agreeing that this was a desirable action and in accordance with the general objec- 
tives of the agreement. (Respondent’s Exhibits 6 and 7.) These sales happened 
to be the first actually made under the marks when labels were made available by 
respondent to be affixed to the goods since the liquor store referred to was a local 
establishment, while the rum for resale in the United States had to be shipped 
from the Islands. Such sales would, in any event, be of no consequence not only 
in view of the expressed intent of the contract, but of the handling of the entire 
operation. And had the petitioner by such sale acquired any rights, they were 
clearly transitory and temporary or passed to respondent in view of the contract 
and the subsequent action. President Suspender Co. v. Macwilliam, supra; E. F. 
Pritchard Company, et al. v. Consumers Brewing Co., 136 F. 2d 512, 58 U. S. P. Q. 
362. Petitioner argues that, having acquired rights by such adoption, it could not 
lose such rights nor alienate them, in view of lack of authority to dispose of govern- 
ment property without the authorization of Congress. If, however, it had acquired 
any rights therein, it is not “the Government.” It was established with full rights 
to engage in commercial activities, and had extremely broad powers to acquire and 
dispose of all property at all times and did sell such material without any special 
congressional authority. This contention is therefore without foundation. Recon- 
struction Finance Corporation v. J. G. Menihan Corp., et al., supra. It therefore 
appears that the Examiner of Interferences was correct in ruling against the peti- 
tioner’s contention that respondent was not entitled to the use of the marks at the 
time of its application for registration thereof, because of any prior adoption or 
use of the marks by petitioner, or because of any inherent or acquired governmental 
signification, and that the Government has not, at any time, been the owner thereof, 
and the petitioner’s contention that the marks were not proper subject matter for 
registration by a private party such as respondent is not well founded. 

Petitioner relies further upon the alleged nonuse of the marks by respondent 
following the expiration of the final contract between the parties in March of 1945. 
(Petitioner’s Exhibit 16.) In support of this contention petitioner relies, to some 
extent, upon the alleged inability or impropriety of a private party, such as respond- 
ent, using such trade-marks in view of the alleged governmental connotation 
thereof, which has already been considered. As indicated in the general statement 
of facts above, respondent sold rum under these marks in large quantities during 
the term of the contracts between the parties, until the last contract (Petitioner’s 
Exhibit 16) expired and was not renewed. Prior to the expiration of that con- 
tract, petitioner refused to consider entering into a renewal of the contract or any 
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new agreement with respondent, unless respondent surrendered all claim to the 
trade-marks. The reasons for such refusal are set out in a letter to respondent 
written by the managing director of petitioner on November 1, 1944, reading in 
part as follows: 


That name was proposed by the Governor of the Virgin Islands in his official capacity 
and adopted by the Secretary of the Interior and the President of the United States in 
their respective official capacities. W. A. Taylor & Company had no part in selecting, 
creating, inventing or adopting the name “Government House.” It had no part in sketch- 
ing the design on the label. Neither the fact that it employed an artist to fill in the 
background and details of the design sketched by the President, nor the fact that it 
registered the trade-mark or name gave W. A. Taylor & Company any property interest 


thereto. 

That property interest is vested in the Government of the United States. The power 
to dispose of the Government’s property right is vested in the Congress, and Congress 
has never authorized such disposal, nor has it ratified any purported disposal of the trade 
name by The Virgin Islands Company. (Respondent’s Exhibit No. 11.) 


The claim of ownership of the marks was apparently based upon a claim of 
selection of the marks by petitioner. Mere origination of a mark, without trade- 
mark use, gives rise to no rights. In view of the facts presented by this record, 
and the conclusions reached above, it must be concluded that the claims expressed 
in this letter, while undoubtedly advanced in good faith, were not well founded in 
law or in fact. The writer of the letter had not been connected with petitioner at 
the time of the original contract, nor of the selection of the marks. Prior to Oco- 
ber 1942, he had no connection with the operation under the contracts, and it must 
be assumed that he had been misinformed as to the exact facts or otherwise mis- 
understood them. Nevertheless, as a result of the contention expressed in that 
letter (Respondent’s Exhibit No. 11) negotiations for renewal of the contract were 
broken off and the contract expired. Shipments on respondent’s orders for sub- 
stantial quantities of rum which had been accepted by petitioner in the Virgin 
Islands were refused prior to the expiration thereof. Respondent had, however, 
a substantial quantity of “Government House” rum in stock. Following the ex- 
piration of the agreement, it continued to sell such rum, although on a reduced 
scale, and has continued to sell such rum up to the time of taking testimony herein. 

Immediately following the expiration of the agreement petitioner entered into 
a sales agreement with another liquor distributor (Munson G. Shaw Co., Inc.), 
which has sold rum under labels identical with those previously used by respondent, 
except for the substitution of the name of the Shaw Company for that of respond- 
ent and in many markets both have been offered to wholesalers and retailers, and 
presumably to the public. 


However, both testimony of respondent and petitioner indicates that respondent 
continued to sell such reduced quantities up to the time of filing the petitions for 
cancellation, which is the date that is controlling (Old Monk Olive Oil Co. v. 
Southwestern Coca-Cola Bottling Co., 28 C. C. P. A. 1091, 118 F. 2d 1015 [31 
T. M. R. 203], and up to the time of taking testimony, and that a stock of the 
rum was on hand not only in the warehouses of the respondent but in the hands of 
wholesalers and retailers. Not only is this clearly not “nonuse” under any defini- 
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tion which can be applied to Section 13 of the Trade-Mark Act of 1905, but a 
substantial part of such reduction in volume was a direct result of petitioner’s failure 
to fill orders already accepted during the life of the agreement. Any contention 
of nonuse by the respondent is therefore clearly negatived by the facts adduced. 

Certain other contentions, probably collateral to one or more of the foregoing 
are advanced by the petitioner including the supposition that respondent’s alleged 
nonuse is necessarily permanent in view of the refusal of the proper authorities to 
approve labels which include the trade-marks in question. Following the termina- 
tion of the contract, respondent presented certain new labels bearing the marks 
for approval which were refused by the Alcohol Tax Unit of the Bureau of Internal 
Revenue, upon the ground that the trade-marks were associated with rum originat- 
ing from the Government. This cannot affect the contention of nonuse, since, as 
already stated, the respondent has continued the sale of rum under these marks 
bearing labels previously approved. It is also contended by respondent that this 
ruling by the Alcohol Tax Unit is not final and may be reconsidered or appealed. 
Whether or not final, it cannot be controlling on the question and on the record 
here presented. A ruling by that agency would be entitled to the most respectful 
consideration, but it considered the marks here involved under a different law 
and for a different purpose than those here involved, and accordingly cannot control 
as against the facts clearly shown by the extensive record here presented. 

Nor does the fact that the original labels submitted by respondent to The Federal 
Alcohol Administration in 1937, were at first refused approval change any of the 
foregoing conclusions. The only question raised at that time was with respect to 
the reference to petition as “a Virgin Island Government Corporation,” and when 
the Federal Alcohol Administration was shown that this properly stated the facts, 
approval was promptly given. This had no relation to the trade-marks here in- 
volved, and it cannot be presumed that the agency permitted respondent to make 
use of improper or misleading trade-marks for many years. 

In summary it may be stated that in spite of certain misunderstandings which 
have arisen, and certain recriminations which now appear in the briefs, both parties, 
in the adoption and use of the marks, pursuant to the agreements referred to, acted 
in good faith, and the trade-marks have been presented to the public on a factual 
and accurate basis. While respondent’s motives may be and have been primarily 
commercial, and petitioner’s may be and have been primarily prompted by economic 
and welfare motives, during the major portion of the contract period, both parties 
cooperated fully and carried out these objectives successively. In their contractual 
relationship and commercial dealings, including the termination of the contractual 
relationship the parties acted at arm’s length, and the trade-mark rights must be 
determined upon the basis of legal rights. If this places a hardship on one or the 
other, as now suggested, it results from a situation which both parties permitted 
to arise with full knowledge and which was contemplated by both as indicated by 
specific contractual provisions. It must be found that respondent was at the time 
of application for the registrations, the owner of the trade-marks in question, and 
was entitled to registration thereof, and that it has not lost such rights by nonuse 
or otherwise. 
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Certain evidentiary matter has been discussed by both parties in their briefs, 
and each has referred to various authorities. It may be that certain of such con- 
tentions have not been specifically discussed in the foregoing in spite of its length. 
To the extent that they may not have been specifically mentioned, they have been 
considered and are considered to be substantially covered by the foregoing discus- 
sion or collateral to the subjects mentioned. 

I accordingly agree with the conclusion of the Examiner of Interferences that 
petitioner has failed to establish that respondent was not entitled to the use of the 
marks sought to be cancelled at the date of the application for the registration there- 
of or that the marks are not used by respondent, the grounds for cancellation of a 
registration set out in Section 13 of the Trade-Mark Act of 1905 under which this 
proceeding is brought. 

The decision of the Examiner of Interferences is affirmed. 


PERMATEX CORPORATION v. DETREX CORPORATION 


Commissioner of Patents—April 27, 1949 


OpposITIONS—PrRooF oF USE—EFFECT OF REGISTRATION 
Opposer’s registrations under 1905 Act held prima facie evidence of ownership and use 
of mark by opposer for the products stated therein. 
TrADE-MAarKS—Marks Not CoNFUSINGLY SIMILAR—PARTICULAR INSTANCES 
TRADE-MARKS—CONFUSING SIMILARITY—CUMULATIVE DIFFERENCES 
“Per-Ex” used in cleaning solvent for removing greases and for a solvent for degreasing 
metal parts held not confusingly similar to “Permatex Toon-oyl” used on lubricating oil 
for degumming, decarbonizing and prevention of formation of sludge in the interior working 
parts of internal combustion engines, in view of the cumulative effect of the differences in 
the goods and in the marks. 


Appeal from Examiner of Interferences. 
Trade-mark opposition by Permatex Corporation against Detrex Corporation. 
Opposer appeals from dismissal of notice of opposition. Affirmed. 


Leo C. Krazinski, of New York, N. Y., for opposer. 
Paul & Paul, of Philadelphia, Pa., for applicant. 


DaNIELs, A. C.: 


This is an appeal from the decision of the Examiner of Trade-Mark Interfer- 
ences dismissing a notice of opposition. The application to which opposition was 


made discloses the notation “Per-Ex,” registration being sought under the Act 
of 1905 as a trade-mark for “a cleaning solvent for removing greases and for a 
solvent for degreasing metal parts and the like.” The notice of opposition alleges 
ownership and prior use by opposer of the trade-marks “Permatex Toon-oyl” and 
“Permatex,” respectively registered under the Trade-Mark Act of 1905, No. 365,- 
534, registered March 14, 1939, for “a lubricating oil for degumming, decarboniz- 
ing, and prevention of formation of sludge in the interior working parts of internal 
combustion engines, and No. 93,418, registered September 16, 1913 (renewed), 
for “ready-mixed adhesive shellac.” Opposer relied upon these registrations with- 
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out taking additional testimony. Such ownership having been established, these 
registrations constitute prima facie showing of ownership and use of that mark 
by opposer for the products stated. The Examiner of Interferences considered 
only the first of the above registrations that of “Permatex Toon-oyl” for lubricat- 
ing oil, and the goods covered by the other registration (shellac) clearly bear less 
resemblance to applicant’s product. It is indicated by the specimens submitted 
and the description of the goods contained in opposer’s registration that this is 
a special type of oil, used in the crankcase of internal combustion engines, and con- 
tains a solvent for dissolving carbon and gum formations. As found by the Ex- 
aminer of Interferences, this may in a general way, be said to include cleaning 
properties, but it cannot be considered strictly a cleansing agent. As further found 
by the Examiner of Interferences, the products differ widely in their essentials and 
the purposes for which they are intended. 

It is opposer’s contention that ‘“‘Per-Ex” is a “telescoped version” of ‘“‘Perma- 


tex”’ and confusingly similar thereto. The Examiner of Interferences has found 


that the cumulative effect of the substantial differences in the goods and in the 
marks, is such as to obviate any reasonable likelihood of confusion in trade. While 
examination of the description of goods and the specimens leads to considerable 
doubt that the cleaning solvent of applicant has the same essential characteristics 
as opposer’s product, and there is nothing of record to indicate that sales methods 
or other trade practices would cause them to be associated, it seems clear, as found 
by the Examiner of Interferences, that when taken in connection with the differ- 


ence in the marks, there is no showing of reasonable likelihood of confusion upon 
the record here presented. Puerto Rico Distilling Co. v. The Coca-Cola Co., 28 
C. C. P. A. 1143, 120 F. 2d 370 [31 T. M. R. 330], and Ciba Pharmaceutical 
Products, Inc. v. Abbott Laboratories, 28 C. C. P. A. 1315, 121 F. 2d 551 [31 
T. M. R. 270]. Opposer’s brief presents numerous cases dealing with the question 
of the descriptive properties of the goods and the similarities of the marks. It is 
considered sufficient to state that examination of these cases does not indicate that 
in any such cases were the cumulative differences between the marks and goods 
as pronounced as thwse here involved. 
The decision of the Examiner of Interferences is affirmed. 


SHARP & DOHME, INCORPORATED v. MOREL 


Commissioner of Patents—May 2, 1949 


TRADE-MARKS—Goops OF THE SAME DESCRIPTIVE PROPERTIES—PARTICULAR INSTANCES 
Pharmaceutical products used for treating various disorders held goods of the same 
descriptive properties as effervescent sodium-phosphate compound, under 1905 Act. 
TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Hepatior” held confusingly similar to “Hepatone,” used on similar goods, under 1905 
Act. 
TRADE-MARKS—CONFUSING SIMILARITY—GENERAL 
So-called cumulative dissimilarities may not be considered where relationship between 
the goods is close and difference between the marks is minor. 
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Appeal from Examiner of Interferences. 
Trade-mark opposition by Sharp & Dohme, Incorporated against Jacques Morel. 
Applicant appeals from decision sustaining notice of opposition. Affirmed. 


Raymond Underwood, of Glenolden, Pa., for opposer. 
Mock & Blum, of New York, N. Y., for applicant. 


DANIELS, A. C.: 


The Examiner of Trade-Mark Interferences has sustained this opposition to 
an application to register the word “Hepatior” under the Trade-mark Act of 1905, 
as a trade-mark for “pharmaceutical products, namely, medicinal preparations for 
treating disorders of the liver, the kidneys, the intestines, and for treating arthritis 
and menstrual conditions and for treating excessive uric acid,” and applicant ap- 
peals. 

Opposer bases its opposition upon its prior use and ownership of the trade- 
mark “Hepatone” for “effervescent sodium-phosphate compound,” and relies upon 
a prior registration thereof under the Act of 1905 for such goods. No question 
is raised on this appeal as to opposer’s prior use of its mark for the products 
stated. 

The products of both parties are medicinal preparations, and to some extent, 
useful in the treatment of the same general type of disorders. They clearly possess 
the same descriptive properties. West Disinfecting Co. v. Owen, 35 C. C. P. A. 
843, 165 F. 2d 450. The similarity of the marks, both in sound and appearance, 
appears obvious from examination, and clearly the similarities predominate over 
any dissimilarities. The question of so-called cumulative dissimilarities cannot be 
considered where there is such close relationship between the goods and such minor 
difference between the marks. 

The decision of the Examiner of Interferences is affirmed. 


CROWN OVERALL MFG. CO. v. BEE-BEE FROCKS, INC. 
Commissioner of Patents—May 4, 1949 


TRADE-MarKS—Goops OF THE SAME DESCRIPTIVE PROPERTIES—PARTICULAR INSTANCES 
Children’s garments in the nature of pinafores, dresses and sun suits held goods of the 
same descriptive properties as various articles of clothing including overalls, work clothes, 
jumpers, blouses, play suits, etc., for men, women and children, under 1905 Act. 
TRADE-MARKS—MarkKs Not CONFUSINGLY SIMILAR—PARTICULAR INSTANCES 
While one has no right to incorporate the mark of another as an essential feature of 
his mark, considering applicant’s mark in its entirety, which contains a crown only as an 
incidental decoration, it is held not to incorporate opposer’s mark “as an essential feature.” 
Pictorial design of grotesque or fanciful figure, part bee and part girl having a small, 
relatively inconspicuous crown on its head held not confusingly similar to the word “Crown” 
or to the symbol thereof, used on similar goods, under 1905 Act. 
OpposiTions—Proor oF LIKELIHOOD OF CONFUSION—EXPERT TESTIMONY 
No great weight can be given to opinion testimony of experts to the effect that con- 
fusion is reasonably likely to result from use of applicant’s mark. 
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Appeal from Examiner of Interferences. 
Trade-mark opposition by The Crown Overall Mfg. Co. against Bee-Bee Frocks, 
Inc. Opposer appeals from dismissal of notice of opposition. Affirmed. 


Zugelter & Zugelter, of Cincinnati, O., for opposer. 
C. Earl Hovey, of Kansas City, Mo., for applicant. 


DanIiELs, A. C.: 


This is an appeal from the decision of the Examiner of Trade-Mark Interfer- 
ences dismissing the opposition to an application to register a trade-mark for 
“children’s garments in the nature of pinafores, dresses and sun suits,” under the 
Trade-Mark Act of 1905. The mark sought to be registered consists of a pictorial 
design of a grotesque or fanciful figure, apparently part bee and part girl or doll, 
which is difficult to describe. Opposer describes this as follows: 


.... the representation of a honey bee modified to resemble a little girl having a promi- 
nent, attractive face and head which is prominently adorned with a “Crown.” 


Applicant describes it as: 
. consisting of an animated honey bee having a small crown on its head... . 


However described, the body of the figure is clearly intended to be that of a 
bee, wearing a dress and having wings which may or may not have anything in 
common with those of a honey bee. The head is that of a doll or little girl’s head, 
obviously fanciful, and is topped by a pair of feelers of antenna, between which 
appears a small crown. While forming no part of the mark sought to be registered, 
the specimen’s indicate that in use it is accompanied by the phrase, “For Your 
Little Honey.” 

The notice of opposition is based upon opposer’s prior use and ownership of 
the trade-mark “Crown,” both the word and symbol. That these marks have been 
registered and have been extensively used for a great many years for various articles 
of clothing, including overalls, work clothes, jumpers, blouses, play suits, and other 
wearing apparel for men, women and children, is not and cannot be questioned 
upon this record. Since the goods clearly possess the same descriptive properties, 
and opposer’s priority and ownership cannot be questioned, the only question for 
determination is whether or not the respective marks of the parties so nearly re- 
semble each other as to give rise to likelihood of confusion within the meaning of 
Section 5 of the Trade-Mark Act of 1905. Applicant’s fanciful or grotesque figure 
appears to be, as contended by opposer, likely to be regarded as being a “Queen 
Bee.” As such, the inclusion of a crown, the only feature of the mark to which 
opposer objects, is not incongruous, nor inconsistent. Opposer questions the 
ruling of the Examiner of Interferences that the crown is “relatively inconspicu- 
ous.” An examination of both the specimens and drawing bears out this finding, 
and to me, at least, it appears to be completely inconspicuous. 

Under the ruling of the United States Court of Appeals of the District of Co- 
lumbia in Carmel Wine Company v. California Winery, 38 App. D. C. 1, 1912 
C. D. 428, “It goes without saying that one has no right to incorporate the mark 
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of another as an essential feature of his mark. Such practice would lead to no 
end of confusion and deprive the owner of a mark of the just protection which 
the law accords him.” Here, however, the crown is not large or conspicuous, 
and is combined with other features of applicant’s pictorial mark in such a man- 
ner that it loses its individuality or identity. No emphasis whatever is placed 
upon the crown and it is not separated or differentiated from the balance of the 
figure in any way. Considered with the entire mark, it does not appear to me to 
be a feature which would be noticed or regarded as significant by purchasers or 
prospective purchasers, but rather one of the incidental decorative features used 
in carrying out the “Bee” or “Queen Bee” motif of the mark. As such, consider- 
ing applicant’s mark in its entirety, | do not believe that it incorporates opposer’s 
mark “as an essential feature” of its mark. Carmel Wine Company v. California 
Winery, supra. Opposer has adduced the testimony of experts to the effect that 
the incidental use of this small crown will give rise to reasonable likelihood of con- 
fusion. Without questioning the qualifications or sincerity of such experts they 
cannot be regarded as disinterested, and under numerous decisions, no great weight 
can be given to such opinions. Oakite Products, Inc. v. The Buckeye Soda Com- 
pany, 6 U. S. P. Q. 152. 

Considered in its entirety applicant’s mark appears so different from that of 
opposer’s and the inclusion of the crown so minor and incidental that I must 
agree with the Examiner of Interferences that upon this record there is no showing 
of likelihood that confusion or mistake will result from the concurrent use of the 
marks here involved. 

The decision of the Examiner of Interferences is affirmed. 


GOODALL-SANFORD, INC. v. THE LANDERS CORPORATION 
Commissioner of Patents—May 5, 1949 


TRADE-MARKS—MARKS Not CONFUSINGLY SIMILAR—PARTICULAR INSTANCES 
The word “Palmtex,” together with representation of a glove which is disclaimed, held 
not confusingly similar to “Palm Beach,” together with representations of palm branches, 
used on piece goods of specifically different characters, under 1905 Act. 
TRADE-MARKS—CONFUSING SIMILARITY—GENERAL 
Fact that respondent’s material is sold only to glove makers, while not conclusive, held 
to minimize likelihood of confusion where petitioner’s goods had never been so used in over 
thirty years. 
CANCELLATIONS—PLEADING AND PRACTICE—GENERAL 
Record held not to show that respondent had conceded confusing similarity; and plead- 
ing of inconsistent material is authorized by the rules. 


Appeal from Examiner of Interferences. 

Trade-mark cancellation proceeding by Goodall-Sanford, Inc. against The 
Landers Corporation. Petitioner appeals from dismissal of petition for cancella- 
tion. Affirmed. 


Borowsky & Burrows, of New York, N. Y., for petitioner. 
Owen & Owen, of Toledo, O., for registrant. 
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DANIELS, A. C.: 


This is an appeal from the decision of the Examiner of Trade-Mark Interfer- 
ences dismissing a petition to cancel a registration under Trade-Mark Act of 1905 
of a trade-mark for “treated cotton textile piece goods for use in making work 
gloves.” Respondent’s trade-mark, the registration of which petitioner seeks to 
cancel, consists of the word “Palmtex,” together with a representation of a glove 
or gauntlet displayed with the palm forward. The representation of the glove 
has been disclaimed. 

Petitioner relies upon its conceded ownership of two registrations of the trade- 
mark “Palm Beach” together with representations of palm branches, and of the 
trade-marks disclosed therein for “woolen piece goods” and “woolen piece goods, 
mohair piece goods, and piece goods of combinations of cotton, wool, mohair, alpaca, 
camel hair, silk and artificial silk,” alleging that the goods of the parties possess the 
same descriptive properties, and that the respondent’s mark so nearly resembles 
that of the petitioner as to be likely to cause confusion in trade. Petitioner further 
alleges that respondent has not used its mark. 

Respondent filed a counterclaim requesting cancellation of petitioner’s registra- 
tions above referred to, which counterclaim was dismissed by the Examiner of 
Interferences. No appeal having been taken, neither the grounds nor disposition 
of that counterclaim need be considered herein. 

The Examiner of Interferences has stated that: 


Although the products of both parties consist of piece goods and as such comprise 
merchandise broadly possessing the same descriptive properties, the respective goods are 
specifically different and are designed to meet distinctly different demands. 


Both from the description contained in its registration and from the testimony 
presented, it is clear that respondent has applied this mark to cotton fabric treated 
with a rubber or plastic material by respondent to render it suitable for use in the 
palm or working portion of a glove, and it is only such material that is covered by 
this registration. It is a stiff material intended to resemble leather to the extent 
that treating cloth may accomplish that end, is abrasive resistant and is suitable 
only for the use specified. The fabric upon which petitioner uses its mark is adapted 
to use in a wide variety of clothing including not only outer garments, but neckties, 
shoes, hats, and other products, but has never been used for gloves, although 
stated by petitioner’s witnesses to be adaptable to that use. Nevertheless, although 
sold in very large quantities since 1916, and widely advertised, and made up into 
numerous types of clothing by various manufacurers, it has, as the record indicates 
never been used for that purpose. While the courts have adopted liberal interpreta- 
tion of the phrase “goods of the same descriptive properties,” as applied to textile 
fabrics, and petitioner has been held to be entitled to prevent the registration of 
similar marks on numerous articles of clothing, the products here involved differ 
to such an extent in appearance, characteristics, and potential use that there appears 
to be grave doubt whether or not, even under such liberal rules, they possess the 
same descriptive properties. 

Assuming, however, that they may possess them broadly, it is necessary to con- 
sider the question of resemblance of the marks of the parties. The marks resemble 
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each other in that both of them contain the word “Palm.” As used in respondent’s 
mark, however, and particularly in connection with the representation of the glove 
used with it, this clearly connotes the palm of the hand, while petitioner’s use, par- 
ticularly as used in connection with the palm branches, connotes a totally different 
kind of palm. The pictorial features, even though respondent’s is disclaimed, 
cannot be wholly disregarded, and considered in connection with the difference in 
the meaning which would be apparent to any customer or potential customer and 
the lack of identity in sound and appearance are believed to remove any possible 
likelihood of confusion from the concurrent use of these marks. The Firestone 
Tire & Rubber Co. v. Montgomery Ward & Co., Inc., 32 C. C. P. A. 1074, 150 
F. 2d 439 [35 T. M. R. 135]; Montgomery Ward & Co., Inc. v. Spiegel, Inc., 
30 C.C. P. A. 721, 132 F. 2d 144 [33 T. M. R. 74]. Nor do the words considered 
alone appear as similar as those involved in the other cases cited by petitioner in 
which its rights under the mark have been sustained. It is also to be noted that 
respondent’s material is sold only te glove manufacturers, which while not conclu- 
sive further minimizes the existence of any likelihood of confusion on this record. 

If there were doubt that the marks were not sufficiently dissimilar to avoid 
likelihood of confusion, it would be dispelled when they are considered in connec- 
ton with the differences in the goods. Puerto Rico Distilling Co. v. The Coca-Cola 
Co., 28 C. C. P. A. 1143, 120 F. 2d 370 [31 T. M. R. 330]; and Ciba Pharma- 
ceutical Products, Inc. v. Abbott Laboratories, 28 C. C. P. A. 1315, 121 F. 2d 551 
[31 T. M. R. 270}. 

Petitioner further contends that by the counterclaim for cancellation of its regis- 
tration and by certain testimony of record, respondent has conceded that the 
marks are confusingly similar. Examination of the record in this respect does not 
confirm this construction either as to the pleading or the testimony, and the 
pleading of inconsistent material is authorized by the rules. With respect to the 
alleged nonuse of the mark by respondent, it seems sufficient to state that careful 
reading of the testimony does not appear to sustain such claim of nonuse, and that 
in any event this would apparently have been immaterial for the reasons stated by 
the Examiner of Interferences. 

The decision of the Examiner of Interferences is affirmed. 





EX PARTE STAUFFER CHEMICAL COMPANY 


Commissioner of Patents—April 22, 1949 


TRADE-M ARKS—REGISTRABILITY—GENERAL 
Marks otherwise not registrable are not made so because written in a foreign language. 
Geographical and personal names may acquire secondary meaning and become distinc- 

tive of particular goods; and such marks as distinguished from generic names may upon 
proper showing be registered under Section 2(f) of 1946 Act. 

TRADE-MARKS—Worps INCAPABLE OF EXCLUSIVE APPROPRIATION—GENERIC NAMES 

“Fleur de Soufre,” the French name for flowers of sulphur, held not registrable as a 
trade-mark for sulphur under Section 2(f) of the 1946 Act. 

Generic name eld completely incapable of distinguishing the goods of one manufacturer 
from those of another and cannot become distinctive or serve as a trade-mark. 
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TRADE- MARKS—PLEADING AND PRACTICE—PROOF OF DISTINCTIVENESS 

Commissioner may accept proof of five years substantially exclusive and continuous use 

as prima facie evidence that mark has become distinctive but he is not required to do so 
under section 2(f) of 1946 Act. 

Applicant’s affidavit should be accepted where surname, geographical term or descriptive 
term comprising mark has distinctive significance. 

Burden of proof that mark has become distinctive is upon applicant and where mark is 
highly descriptive or predominantly geographical additional proof that it has actually be- 
come distinctive is required under section 2(f) of 1946 Act. In such cases proof analogous 
to that required in proving secondary meaning in court may be required. 

































Appeal from Examiner of Trade-Marks. 

Application for registration of trade-mark by Stauffer Chemical Company. Ap- 
plicant appeals from refusal of registration under section 2(f) of 1946 Act. 
Affirmed. 


Robert H. Eckhoff, of San Francisco, Cal., for Applicant. 
DANIELS, A. C.: 





This is an appeal from the final refusal to register the notation “Fleur de Soufre” 
as a trade-mark for sulphur under section 2(f) of the Trade-Mark Act of 1946. 
The refusal to register is based upon the ground that the term presented lacks 
trade-mark significance and is merely the generic name of the goods and incapable 
of distinguishing applicant’s goods from the goods of others. “Fleur de Soufre” 
is the French name for flowers of sulphur, which is a well-known and long-used 
name of a form of sulphur. 
Applicant summarizes the question to be decided as follows: 


The question is whether the name of a certain specific form of sulphur, written in 
the French language, can be registered as a trade-mark for sulphur. 


The examiner has found that the marks otherwise not registrable are not made 
so because written in a foreign language, and this principle is apparently not seri- 
ously questioned. Walgreen Co. v. Godefroy Manufacturing Co., 22 C. C. P. A. 
818, 74 F. 2d 127 [25 T. M. R. 23]; In re Northern Paper Mills, 20 C. C. P. A. 
1109, 64 F. 2d 998 [23 T. M. R. 260]. Applicant contends, however, that it has 
had exclusive use of the term for approximately forty-five years, and therefore 
is entitled to registration under section 2(f) of the 1946 Act. This section (with 
certain exceptions not here pertinent) provides: 


. ... nothing herein shall prevent the registration of a mark used by the applicant which 
has become distinctive of the applicant’s goods in commerce. The Commissioner may 
accept as prima facie evidence that the mark has become distinctive, as applied to the 
applicant’s goods in-commerce, proof of substantially exclusive and continuous use thereof 
as a mark by the applicant in commerce for the five years next preceding the date of the 
filing of the application for its registration. 


The attempt to register the actual name of the product goes beyond the ques- 
tion involved in such cases as Du Pont Cellophane Co., Inc. v. Waxed Products 
Co., Inc., 85 F. 2d 75, 30 U. S. P. Q. 332; Kellogg Company v. National Biscuit 
Company, 305 U. S. 111, 39 U. S. P. Q. 296; Bayer Co., Inc. v. United Drug 
Co., 272 F. 505, where the marks involved had either become known as the name 
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of the product through long use as such, or were so highly descriptive as to lack 
trade-mark significance. A generic name, being completely incapable of distinguish- 
ing the goods of one manufacturer from those of another, cannot become distinc- 
tive and cannot serve as a trade-mark. Spicer v. W. H. Bull Medicine Company, 
18 C. C. P. A. 1402, 49 F. 2d 980; In re Paris Medicine Co., 24 C. C. P. A. 854, 
87 F. 2d 484; In re Bailey Meter Co., 26 C. C. P. A. 1136, 102 F. 2d 843 [29 
T. M. R. 293] ; Barber-Coleman Co. v. Overhead Door Corporation, 20 C. C. P. A. 
1118, 65 F. 2d 147 [23 T. M. R. 251]. 

Applicant relies upon three cases in which it states that it was found that the 
users of a geographical name, a surname, and a generic name, respectively, had 
achieved rights which could be maintained against later users. These are The 
American Waltham Watch Co. v. U. S. Watch Co., 173 Mass. 85; Thaddeus Davids 
v. Davids Mfg. Co., 223 U. S. 461, 1914 C. D. 367; and Armstrong Paint and Var- 
nish Works v. Nu-Enamel Corporation, 305 U.S. 315, 39 U.S. P. Q. 402. The first 
two of these cases obviously do not deal with generic terms and it has frequently been 
held that geographical and personal names may acquire secondary meaning and 
become distinctive of particular goods. Marks such as these would clearly be the 
type which might, upon proper showing, be registered under section 2(f) of the 
Act of 1946. The Armstrong Paint and Varnish Works v. Nu-Enamel Corpora- 
tion case, supra, dealt with a mark which was undoubtedly highly descriptive, but 
which it was conceded had become distinctive of the goods. Clearly it was not 
merely a generic term or product name. 

Applicant contends that the goods are an agricultural product sold to persons, 
few of whom would recognize either that the words were French, or the meaning 
of the words. While this would appear questionable in view of the fact that the 
equivalent English word is used throughout the labels including the name of the 
product and the quantity stated in “Ibs.” and “kilos,” this is an assumption which 
cannot be accepted as to the literal equivalent of a name expressed in a well-known 
modern language. Jn re Northern Paper Mills, 20 C. C. P. A. 1109, 64 F. 2d 
998 [23 T. M. R. 260]. The effect of such a registration as that here requested, 
and which would constitute, prima facie, a showing of exclusive right to its use, 
in a French speaking community, or with respect to international trade in the 
product would be sufficient to indicate the impropriety of such a registration. 

Much of applicant’s argument is devoted to the degree of proof required to 
show that a mark has become distinctive by showing long exclusive use. In view 
of the conclusions above reached, this is immaterial. It may be noted, however, 
that while section 2(f) provides that the Commissioner may accept proof of five 
years substantially exclusive and continuous use as prima facie evidence that the 
mark has become distinctive, he is not required to do so. In proper cases where 
a mark comprises a term which may have distinctive significance even though it 
be a surname, a geographical term or a descriptive term, the affidavit of exclusive 
use often should be accepted. If, however, the mark is considered highly descrip- 
tive, or predominantly geographical in significance, additional proof that it has 
actually become distinctive is necessary as required under section 2(f) of the Act. 
The burden of proof is on the applicant to show that the mark has become distinc- 
tive, and, in some instances, where the mark is highly descriptive and it seems highly 
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probable that it must have been used in the trade to some extent, or that its dis- 
tinctiveness is otherwise open to doubt, such burden would be a heavy one. In 
such cases proof somewhat analogous to the proof required in proving secondary 
meaning or in unfair competition matters in the courts and including, for example, 
affidavits of disinterested persons familiar with markets and marketing customs, 
references to trade publications, etc., might well be required. 

In an effort to show that the mark is distinctive, applicant has submitted an 
affidavit of one of its officers, which the examiner refused to consider on the ground 
that it was self-serving. In view of the conclusions heretofore reached, the charac- 
ter of such an affidavit is not material in this particular case, but it may be noted 
that any such affidavit of a party must to some extent be self-serving. This affidavit, 
if it were to be considered, would appear to be insufficient because it is lack- 
ing in sufficient probative force rather than because it may be self-serving. If 
the mark were capable of becoming distinctive, the affidavit would undoubtedly be 
considered insufficient and further proof would have been required. Since it is 
not material in any event in this case, no further review of the evidence submitted 
seems necessary. 

The decision of the Examiner of Trade-Marks is affirmed. 


EX PARTE STAUFFER CHEMICAL COMPANY 
Commissioner of Patents—April 14, 1949 


TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“D-Fusul” held confusingly similar to “Difuso,” used on similar goods, under 1946 Act. 
Trape-Mark Act oF 1946—PLEADING AND PRACTICE—CONCURRENT USE PROCEEDINGS 
Institution of concurrent use proceedings refused where applicant’s claimed date of first 
use is subsequent to filing date of application for prior conflicting registration. 


Appeal from Examiner of Trade-Marks. 
Application for registration of trade-mark by Stauffer Chemical Company. Ap- 
plicant appeals from refusal of registration. Affirmed. 


Robert H. Eckhoff, of San Francisco, Cal., for applicant. 
DanieLs, A. C.: 


This is an appeal from the decision of the Examiner of Trade-Marks refusing 
to register the notation “D-Fusul,” under the Trade-Mark Act of 1946, as a trade- 
mark for “a finely ground product prepared by fusion of sulfur and dichloro- 
diphenyltrichlorethane and useful as an insecticide for dusting of agricultural crops.” 

Registration has been refused in view of prior registration No. 313,345, regis- 
tered under the Act of 1905 by The O. & W. Thum Company, May 22, 1934, which 
discloses the trade-mark “Difuso” for “insecticide.” The applicant’s original ap- 
plication recited its product as an insecticide, and the more elaborate description 
does not change the nature of the goods. That the applicant’s mark and that of 
prior registration so nearly resemble each other in sound and appearance as to 
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come within the statutory prohibition of section 2(d) of the Trade-Mark Act of 
1946 when applied to identical products, appears obvious. 

The refusal to institute concurrent use proceedings is based upon the fact that 
the first use claimed by applicant is subsequent to the date of the application date 
of the prior registration. In Ex parte Stauffer Chemical Co., 80 U.S. P. Q. 180, 
the question of the right to the institution of concurrent use proceedings under these 
conditions was considered and refused. While applicant elaborates on the argument 
presented on that appeal the essential problem involved here is identical with that 
considered therein, and, in my opinion, no reason for changing the conclusion 
reached in that decision is presented. The ruling of the examiner must, therefore, 
be affirmed, for the reasons stated in that decision. 

The decision of the Examiner of Trade-Marks is affirmed. 


EX PARTE COLUMBIA PROTEKTOSITE CO., INC. 
Commissioner of Patents—May 2, 1949 


TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Standee” held confusingly similar to “Dandee,” used on similar goods, under 1905 Act. 
TRADE-MARKS—CONFUSING SIMILARITY—GENERAL 
Similarity in sound and appearance held sufficient to create reasonable likelihood of con- 
fusion, despite differences in meaning of marks. 


Appeal from Examiner of Trade- Marks. 
Application for registration of trade-mark by Columbia Protektosite Co., Inc. 
Applicant appeals from refusal of registration. Affirmed. 


Louis Barnett, of New York, N. Y., for applicant. 
DANIELS, A. C.: 


This is an appeal from the action of the Examiner of Trade-Marks finally re- 
fusing an application for registration of the word “Standee” under the Trade- 
Mark Act of 1905 as a trade-mark for “hair combs adapted to rest upright on their 
broadened backs.” Refusal to register is based upon the prior registration of the 
word “Dandee,” under the Trade-Mark Act of 1905 as a trade-mark for “combs 
not made of precious metal.” Applicant contends that the marks are entirely dis- 
similar in meaning, and do not resemble each other in appearance or sound. While 
there is clearly no common meaning between the applicant’s mark and the mark of 
the prior registration, they appear clearly similar in sound and appearance. Celanese 
Corporation of America v. E. I. du Pont de Nemours & Company, 33 C. C. P. A. 
857, 154 F. 2d 143 [36 T. M. R. 130, 133]; Van Pelt & Brown, Inc. v. John 
Wyeth & Brother, Inc., 34 C. C. P. A. 1033, 161 F. 2d 244; Beck, Koller & 
Company, Inc. v. Bakelite Corporation, 24 C. C. P. A. 1290, 90 F. 2d 349 [27 
T. M. R. 559]. It is probably true that anyone thoroughly familiar with each of 
the marks would distinguish between them, but the resemblance in sound and ap- 
pearance of the goods might readily result in confusion, particularly among persons 
relying upon memory or recommendation or otherwise not familiar with both of 
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the marks. Magitex Company, Incorporated v. John Hudson Moore, Inc., 33 
C. C. P. A. 956, 154 F. 2d 177 [36 T. M. R. 153]. While applicant’s combs may 
differ from the conventional type because of their ability to rest upright, no dis- 
tinction between two types of combs appears from the standpoint of their descrip- 
tive properties. Considered in their entireties, the mark shown in the application 
is considered to resemble that of the prior registration to such an extent that there 
is reasonable likelihood that confusion might result from their concurrent use upon 
the same product. 

The decision of the Examiner of Trade-Marks is affirmed. 










EX PARTE AIR-FLIGHT SHOE COMPANY, INCORPORATED 







Commissioner of Patents—May 3, 1949 





TRADE-MARKS—DOMINANT FEATURE—PARTICULAR INSTANCES 
The word “Flight” held the most conspicuous feature of the mark “Flight by Custom- 
craft,” the word “by” being disclaimed. 
TRADE- MARKS—CONFUSING SIMILARITY—GENERAL 
In determining the question of confusing similarity, marks must be considered in their 
entireties. 
TRADE-MARKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Air-Flight” held confusingly similar to “Flight by Customcraft,” used on similar goods, 
under 1905 Act. 















Appeal from Examiner of Trade-Marks. 
Application for registration of trade-mark by Air-Flight Shoe Company, In- 
corporated. Applicant appeals from refusal of registration. Affirmed. 






Moses, Nolte, Crews & Berry, of New York, N. Y., for applicant. 







DANIELS, A. C.: 





This is an appeal from the action of the Examiner of Trade-Marks finally 
refusing an application for registration of a trade-mark for shoes, under the Act 
of 1905. The mark sought to be registered consists of the word “Air-Flight.” 
Registration was refused in view of a prior registration under the Act of 1905, 
which discloses the mark “Flight by Customcraft,” registered for shoes, the word 
“by” being disclaimed. In that registration, the word “Flight” appears in script 
in large letters, with the words “by Customcraft” being shown below that word 
in smaller script. No questions as to similarity of the goods or priority are 
presented. Much of the examiner’s statement and applicant’s brief are devot- 
ed to consideration of the resemblance or lack of resemblance between “Flight” 
and “Air-Flight,” but the applicant contends that the proper comparison must be 
between “Flight by Customcraft” and “Air-Flight,” and that the added words are 
sufficient to distinguish between these marks. Examination of the mark of the 
prior registration shows that “Flight” is by far its most conspicuous feature. It 
seems that this part of the mark would be most readily recognized by customers 
or prospective customers, and might well be the term by which the products would 
be recognized and called for. W. B. Roddenbery Co. v. Kalich, 34 C. C. P. A. 
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745, 158 F. 2d 289 [37 T. M. R. 73]. This does not, however, indicate that the 
balance of the prior registration may be ignored, and the question must be whether 
or not applicant’s proposed mark, considered in its entirety, so nearly resembles 
that of the prior registration, considered in its entirety, that there is reasonable 
likelihood that confusion might result from registration of applicant’s mark. Con- 
sidered in their entireties, I agree with the Examiner of Interferences that such 
likelihood exists. As stated in Carmel Wine Company v. California Winery, 38 
App. D. C. 1, 1912 C. D. 428: 


We think it is apparent, without argument, that the two marks are deceptively similar 
within the meaning of statute. It goes without saying that one has no right to incorpo- 
rate the mark of another as an essential feaure of his mark. Such a practice would lead 
to no end of confusion and deprive the owner of a mark of the just protection which 
the law accords him. 


While side by side comparison might distinguish between these two, as already 
indicated, the word “Flight” constitutes the most prominent feature of both, and 
the inclusion of the word “Air” as presented does not serve to differentiate to any 
substantial degree either in meaning or appearance. 

The decision of the Examiner of Trade-Marks is affirmed. 


EX PARTE ART & SIGN MANUFACTURING CORPORATION 
Commissioner of Patents—May 11, 1949 


TRADE-M ARKS—REGISTRABILITY—GENERAL 

Mere descriptiveness held no ground for refusal to register, under 1920 Act. 

In absence of clear showing to effect that mark is so completely descriptive as to be in- 
capable of any significance whatever as an indication of origin, any doubt should be resolved 
in favor of applicant. 

TRADE-MarkK Act oF 1920—REGISTRABILITY—PARTICULAR INSTANCES 

The word “Finepoint,” used on paint brushes, held descriptive but registrable under 1920 

Act. 


Petition from Examiner of Trade-Marks. 
Application for registration of trade-mark by Art & Sign Brush Manufacturing 
Corporation. Applicant petitions from refusal of 1920 Act registration. Reversed. 


Kimmel & Crowell, of Washington, D. C., for applicant. 
DANIELS, A. C.: 


By this petition applicant seeks a review and reversal of the examiner’s refusal 
to register a trade-mark for paint brushes under the Trade-Mark Act of March 
19, 1920. The mark sought to be registered consists of the word “Finepoint.” Re- 
fusal to register is based upon ground that the mark sought to be registered is in- 
capable of distinguishing applicant’s goods. 

That the mark is descriptive of any paint brush tapering to a fine point is ap- 
parent, but mere descriptiveness is no ground for refusal to register under the 
Trade-mark Act of 1920. In many cases it has been held that a mark which is 
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generic, or indicative only of a recognized type of product, cannot function as a 
trade-mark. In this case, however, the examiner presents nothing other than the 
dictionary definition of both “fine” and “point” as indicating such a generic char- 
acter, neither of which relates directly to brushes. Applicant contends that the 
mark is actually used and recognized as designating its brushes in the trade, and 
that the words have no generic significance as applied to such products. 

While the line between generic marks or those so highly descriptive as to be 
incapable of functioning as a trade-mark and one which is merely descriptive is 
not always clearly drawn, it is believed that upon this record it cannot be said with 
certainty that applicant’s mark is so completely descriptive of a type or style of 
brush as to be incapable of any significance whatever as an indication of origin. 
Armstrong Paint and Varnish Works v. Nu-Enamel Corporation, 305 U. S. 315, 
39 U.S. P. Q. 402; Ex parte Bates, 545 O. G. 924, 55 U. S. P. Q. 363; Ex parte 
Republic Steel Corporation, 578 O. G. 456, 66 U. S. P. Q. 355; and Ex parte 
Gustafson, 590 O. G. 531, 70 U. S. P. Q. 507. 

In the absence of a clear showing to this effect, any doubt should be resolved 
in favor of applicant. 

The decision of the Examiner of Trade-Marks is reversed. 
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